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UnitTep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
December 30, 1956. 
Memorandum 
To: Members of the Senate Committee on Interior and Insular 
Affairs. 
From: James E. Murray, chairman. 
Subject: (a) Correspondence relating to Hells Canyon Dam’s Costs 
and Related Material re S. 1333. 
(b) Opinion of American Law Division, Library of Congress, 
on Effect of Federal Power Commission Action on 
Hells Canyon on Pending Legislation. 


In order that you may have before you when Congress reconvenes 
pertinent information affecting pending legislation, I am reporting to 
you, through this committee print, some developments including news 
releases and correspondence, together with references to significant 
points. As the subject of this memorandum indicates, this material 
relates to S. 1333, the Hells Canyon authorization bill, which has been 
reported by the Subcommittee on Irrigation and Reclamation. The 
correspondence referred to in part I presents material from five wit- 
nesses, all technically trained officials of the Interior Department of 
high standing and long service. Salient features are challenged by 
the chief attorney for the Idaho Power Co., in pointed language 
which is also presented. The Department of the Interior, which 
employs all of the five, and its arms, the Bureau of Reclamation and 
the Bonneville Power Administration, have so far evaded comment 
officially on the controversy. 

First, however, I call your attention to the testimony (exhibits A 
and A—1) of Chairman Jerome K. Kuykendall, of the Federal Power 
Commission, before a House subcommittee on July 28, 1955, to the 
effect that FPC had the Hells Canyon license applications of the 
Idaho Power Co. ‘under consideration.”” This was a few days before 
the Ist session of the 84th Congress adjourned on August 2. On 
August 4, the Federal Power Commission issued its opinion and order 
granting the licenses. The face of the official opinion and order 
showed “adopted: July 27, 1955’’—-the day before the chairman 
testified the applications of the Idaho Power Co. were ‘under con- 
sideration.” 

Parenthetically, I mention the fact that proponents of the Federal 
project at Hells Canyon have appealed to the District of Columbia 
Court of Appeals from the FPC ruling. This ruling may be regarded 
as precipitous considering the fact that legislation was actively under 
consideration, not only by our committee but also by the House 
Committee on Interior and Insular Affairs. 
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Part J 
CORRESPONDENCE ON HELLS CANYON DATA 


There has just come to my attention certain information on North- 
west power development, Hells Canyon, in the form of a news release 
(exhibit B) circulated to members of the House Committee on Interior 
and Insular Affairs by Representative A. L. Miller, of Nebraska, 
former chairman of that body and now its ranking minority member. 

Dr. Miller, on July 18, 1955 (exhibit C), wrote Secretary of the 
Interior Douglas McKay specifying a series of 11 questions regarding 
factual information sought from 5 outstanding engineers of the 
Department of the Interior, who had been witnesses before both the 
Senate 2nd House committees on the Hells Canyon authorization bill. 
These engineers are L. G. Puls, C. I. Hoisington, and J. R. Riter, 
Bureau of Reclamation; Earl D. Ostrander, Bonneville Power Admin- 
istration; and Lynn Crandall, a joint employee of the Geological 
Survey and the State of Idaho. 

I feel sure you agree that each of these five men are outstanding in 
their respective fields. A review of their factual testimony before our 
subcommittee shows no successful challenge to any of their statements. 
Neither was there any successful challenge of their testimony before 
the House committee. 

On August 19, 1955, Acting Secretary of the Interior Clarence A. 
Davis (exhibit D) transmitted to Representative Miller material as 
follows: 

Joint memorandum of August 11 (exhibit E) from Messrs. 
Puls, Hoisington and Riter, three outstanding engineers, which 
contains, as I view it, officially authenticated data of the Bureau 
of Reclamation, an agency of Interior. 

Memorandum of August 11 (exhibit F) from Mr. Ostrander, 
of Bonneville Power Administration, who is a recognized author- 
ity on Northwest hydro and related power matters. 

Letter of July 27 (exhibit G) from Lynn Crandall, who is the 
outstanding authority on Snake River water, irrigation, and power 
conditions. 

This material was transmitted over the signature of Acting Secre- 
tary Davis with the comment that— 


The attached memoranda also reflect the views of these individual employees 
and do not represent an official expression of the Department of the Interior. 


Without prejudging this comment, I feel our committee should 
have official comments of the Secretary of the Interior and the Com- 
missioner of Reclamation on the material officially transmitted to a 
Member of Congress. This material was prepared and transmitted 
over the respective signatures of recognized experts who have fre- 
quently appeared before congressional committees presumably to 
present factual information garnered from official files of Interior 
and Reclamation. 

Incidentally, a suggestion is that the Department of the Interior 
may be departing from the policy pronounced by former Under 
Secretary Ralph Tudor at Boise, Idaho, on November 4, 1953, that 
the Bureau of Rec ‘lamation was to be restored to be “basically an 
engineering organization” or words to that effect. Secretary Davis’ 
lack of official comment leaves this question wide open. However, 
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nowhere in the correspondence is there the slightest indication that 
the views expressed by the three Reclamation engineers or their 
data had been questioned by Mr. McClellan, their immediate superior 
as chief engineer and Assistant Commissioner at Denver, or by Com- 
missioner Dexheimer, another engineer, stationed here in Washington. 
Neither does it appear that Mr. Ostranders’ material has been ques- 
tioned by his superior, Bonneville Administrator Pearl. Mr. Crandall 
obviously has such high standing that no superior would likely 
challenge his views. 

Under the circumstances I have sketchily detailed, I confess to 
amazement at many of the statements in the attached letter of 
October 10, 1955, from R. P. Parry, of Twin Falls, Idaho (exhibit H), 
to Representative Miller, in response to the latter’s request. Mr. 
Parry, as counsel for the Idaho Power Co. in the Hells Canyon matter, 
is a vigorous advocate. The attack he makes on the credibility of 
Messrs. Puls, Hoisington, Riter, and Ostrander is particularly striking. 

Mr. Parry refers to testimony at the hearings on 8S. 1333 before 
the Subcommittee on Irrigation and Reclamation. In view of his 
standing as a lawyer and his representation of the Idaho Power Co., 
for which he appears as spokesman in this phase of the controversy 
at least, the situation is further confused. He particularly challenges 
the interpretations of the Reclamation engineers relating to the 
construction-cost estimates of Morris-Knudsen Co. in connection 
with the three dams for which the Federal Power Commission has 
granted licenses to the Idaho Power Co. 

By way of showing the concern of members of our committee with 
attacks on Bureau of Reclamation engineers, I refer you to page 667 
of the Senate hearings on S. 500, the Colorado River storage project 
bill. Senator Millikin, a ranking member of our committee, took a 
spokesman of a conservation organization from California to task for 
his criticism of the Bureau of Reclamation and its engineers. The 
senior Senator from Colorado at one point in the colloquy remarked: 


When the showdown comes, just mark my words, the Congress will put their 
reliance on the Bureau of Reclamation. 


In view of the critical questions raised by this correspondence, I 
propose, as chairman of the Senate Committee on Interior and Insular 
Affairs, to request of the Secretary of the Interior for his ‘official com- 
ments” on the data and views submitted in the correspondence from 
Interior officials. The official views on the charges in Mr. Parry’s 
letter will be necessarily a part of my request to the Secretary, a copy 
of which is labeled ‘Exhibit K’’ in the committee print. 


Part IT 
VIEWS OF LEGISLATIVE REFERENCE SERVICE (AMERICAN LAW DIVISION) 


Since I am informing members of the committee of developments 
in connection with S. 1333, the Hells Canyon authorization bill, I 
submit the attached correspondence between Chairman Engle, of the 
House Committee, and Dr. Griffith, Director of fhe Legislative 
Reference Service. 

Under date of August 29 (exhibit I), Chairman Engle inquired of 
Dr. Griffith what effect, if any, on pending Hells Canyon legislation 
does the action of the Federal Power Commission in granting licenses 
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to the Idaho Power Co. have. Two other significant questions by Mr. 
Engle dealt with the effect of any appeals to the Federal courts in 
connection with the Federal Power Commission’s opinion and order 
in the Hells Canyon case. 

While Mr. Engle’s opinion was directed to the effect of the FPC 
action on House legislation the questions relate with equal force to 
S. 1333, the pending Senate bill to authorize Federal construction of 
a high dam at Hells Canyon. 

The reply of the American Law Division, Library of Congress, 
dated September 26 over the signature of Frank B. Horne, is attached 
as exhibit J. An exhaustive discussion of the authority delegated by 
Congress to the Federal Power Commission in the Federal Power 
Act is included together with citations of court decisions. A sig- 
nificant sentence toward the close of the opinion is: 

These powers (conferred on Congress by the Constitution) were neither ex- 
hausted nor irrevocably exercised in enacting sections 6 and 28 of the Federal 
Power Act. 

I am sending a copy of the letter to the Secretary of the Interior 
to Commissioner Dexheimer for his information and any official 
comment on behalf of the Bureau of Reclamation that may be ap- 
propriate. 

JAMES E. Murray, Chairman: 





EXHIBITS 


Exuipir A 


TESTIMONY BEFORE SUBCOMMITTEE ON SUBCOMMITTEE NO. 1 
ON REGULATORY AGENCIES OF HOUSE SELECT COMMITTEE ON 
SMALL BUSINESS CONCERNING HELLS CANYON CASE BY 
JEROME K. KUYKENDALL, CHAIRMAN, FEDERAL POWER COM- 
MISSION, ON JULY 28, 1955 


(Questions by Mr. MacIntyre, counsel for committee, and Representative Evins 
(Democrat, Tennessee), chairman of subcommittee) 


Mr. MacIntyre. What is the status of this Hells Canyon proposal in issue 
at the Federal Power Commission? 

Mr. KuYKENDALL. The matter is before the Commission now. The hearings 
are all concluded, and arguments have been held. 

Mr. MacIntyre. How long has it been before the Commission for its con- 
sideration? 

Mr. KuYKENDALL. I don’t recall. 

Mr. Conno.e. July 6, I believe it was. 

Mr. KuYKENDALL. I believe we had oral argument in that case on July 6. 

Mr. MacIntyre. July 6 of this month? 

Mr. KvuYKENDALL. Yes; of this year 

Mr. MacIntyre. And you are sitting in judgment on this case? 

Mr. KvuyYKENDALL. That is correct. 

Mr. MacIntyre. You have not recused yourself in any way? 

Mr. KvuYKENDALL, I have not what? 

Mr. MacIntyre. Recused or disqualified yourself in any way from participat- 
ing in a decision on it? 

Mr. KuyKENDALL, I know of no reason why I am disqualified. 

Mr. MacIntyre. And how recently have you been considering that matter 
at the Power Commission? 

Mr. KuyYKENDALL. We have had it under advisement since July 6, when the 
arguments were concluded. 

Mr. MacIntyre. Considering it from day to day? 

Mr. KuYKENDALL. Oh, we don’t meet on it every day. The Commission 
meets and we consider that. We have other matters before us, too. 

Mr. MacIntyre. What was the date of the last meeting at which the Com- 
mission considered the matter? 

Mr. KuyYKENDALL. I don’t think it is proper for me to divulge what the Com- 
mission is doing in consideration of any particular case which is before it, any 
more than a court should divulge those things. 

Mr. Evins. The question will be withdrawn. 

Mr. MacIntyre. You have been asked by a number of representatives of the 
United States Congress to advise them before any action is taken on this matter, 
I believe; have you not? 

Mr. KuykENDALL. We got a letter from a number of Senators asking us to 
withhold decision until Congress had an opportunity to act on the bills pertain- 
ing to Hells Canyon which were before it. 

Mr. MacIntyre. Is it your opinion that that will be done? 

Mr. KuYKENDALL. I repeat, again, I do not think it is proper for me to dis- 
cuss action on a matter that is before the Commission for decision. 

Mr. Evins. Withdraw the latter question. 


is | 
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Exuisir A-1 


TIMING OF FEDERAL POWER COMMISSION’S DECISION ISSUING 
HELLS CANYON LICENSE TO IDAHO POWER CO. 


Official records show— 

July 27, 1955: Federal Power Commission adopted opinion and order 
issuing license to Idaho Power Co. for three dams in Hells Canyon reach of 
Snake River, Idaho-Oreg. 

July 28, 1955: Chairman Jerome K. Kuykendall, FPC, before House 
Subcommittee on Small Business, stated, ‘‘matter [Hells Canyon proposal] 
is before the Commission now.” 

August 2, 1955: Congress (1st sess., 84th Cong.), adjourned. : 

August 4, 1955: Federal Power Commission issued opinion and order 
(adopted on July 27). 

The only explanation attributed to Federal Power Commission is that time from 
July 27 to August 4 was required to process ‘‘opinion and order,’”’ probably meaning 
mimeographing, binding, etc. 

The opinion consisted of 23% mimeographed pages, double spaced. The 
order issuing the license was made up of 14 pages, single space, and the accom- 
panying form for acceptance by the Idaho Power occupied one-half page double 
spaced. 


Exuipit B 
NEWS RELEASE 


HovusE OF REPRESENTATIVES, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C, December 22, 1955. 


(Norre.—Released for press or radio use Thursday morning, December 22, 1955) 


Memorandum: Northwest Power Development, Hells Canyon. 
To: All members, House Committee on Interior and Insular Affairs. 
From: Hon. A. L. Miller, Member of Congress. 

As an outgrowth of the committee’s hearings on H. R. 4719, and related Hells 
Canyon legislation, I addressed letters to the Secretary of the Interior raising 
certain questions which, in my view, bear on power development in the Pacific 
Northwes., with particular reference to the Snake River area, Idaho-Oregon. 

In addition, I invited the comments of the Idaho Power Co. on the exchange 
of correspondence with Interior and its agencies. 

I have had the letters and answers thereto reproduced in the thought that they 
are matters of interest to committee members. 

There is attached for your information the following: 

(a) Enclosure 1: Letter to the Secretary of the Interior asking certain 
questions relative to Hells Canyon Dam as proposed in H. R. 4719. 

(b) Enclosure 2: Reply from the Acting Secretary of the Interior enclos- 
ing answers to my questions prepared by Bureau of Reclamation and Bonne- 
ville Power Administration officials. 

(c) Enclosure 3: Comments by Mr. R. P. Parry, counsel for the Idaho 
Power Co., on the answers given by Interior, BOR, and BPA. 
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Exuisit C 
LETTER FROM REPRESENTATIVE MILLER 


CONGRESS OF THE UNITED STATEs, 
HovusE oF REPRESENTATIVES, 
Washington, D. C., July 18, 1956. 
In re L. G. Puls, engineer, regional office, Denver; Lynn Crandall, Idaho Falls, 
Idaho; Earl D. Ostrander, Director, Manager, Bonneville Power Administra- 
tion; C. I. Hoisington, Bureau of Reclamation; J. R. Riter, engineer, county 
office, Denver. 
Hon. Dovaitas McKay, 
Secretary of the Interior, 
Department of the Interior, Washington 25, D. C. 

My Dear SEcRETARY: The above-named persons appeared before the Interior 
and Insular Affairs Committee for the proponents of a Hells Canyon Dam. I 
believe they were appearing to give objective and factual testimony and had 
been invited to appear by the chairman of the committee. They were, however, 
listed as advocates for a high Hells Canyon Dam. Their testimony, through 
lack of time, was not sufficient to bring out some of the questions I feel should 
be answered. Following are some of the questions the committee members 
would like to have answered and which we thought should be channeled through 
you to the proper departments of Government. 

1. The cost of three-dam project, including interest during construction 

(a) As estimated by the Morrison-Knudsen Construction Co. 
(b) As estimated by the Bureau of Reclamation. 

2. The cost of the completed high Hells Canyon Dam (including interest 
during construction). 

3. The amount of electric energy which would be generated at Hells 
Canyon, and at downstream plants by released storage water, over an 
average of 50 years from 

(a) The three dam projects. 
(b) The high Hells Canyon Dam. 

4. Is it necessary to complete certain dams downstream before (1) power 
output and (2) navigation benefits claimed for the high Hells Canyon Dam 
can be realized? What are these dams? Are they under construction? 
What would be their cost, including transmission investment? What is the 
total cost, including interest during construction, of the projects that must 
be constructed downstream, including the high Hells Canyon Dam, before 
the full benefits could be realized from the Hells Canyon Dam? 

5. It is my understanding that 3 or 4 months out of the year, water will 
be stored at Hells Canyon, and power production will be at a minimum, 
What are the facts in this respect? What has been the runoff of the Snake 
River during the period April 15 to August 15 of each year in excess of 2,000 
and 5,000 cubic feet per second? What will be the minimum generation 
during this period? This was testified to before the committee by Mr. 
Riter. 

6. Where would the power come from to supply Idaho under its power- 
contract needs during the period water is being stored? Would it come from 
Bonneville power system, which I understand is already in a power-short 
area? Will there be sufficient quantity of energy to meet the requirements 
over the 50-year payout period? 

7. What would be the length of the transmission lines from Hells Canyon 
to Bonneville? What amount of power could they carry in the event power 
must be returned from Bonneville to Idaho? What would be the cost of 
these lines? Is it true that the Bonneville power supply is now oversub- 
scribed? 

8. How much contingencies is placed in the estimate for a high power 
dam? 

9. What is the target date for completion of the Hells Canyon Dam as 
well as those downstream which would be necessary in order to receive the 
full benefit from the Hells Canyon Dam? 

10. Testimony before the committee indicated the Morrison-Knudsen Co. 
could complete the 3 low dams and have them in operation in 30 months at 
a cost of $133 million. This is $223 million less than the cost of the high 
Hells Canyon Dam, without interest during construction. How much would 
the interest during construction be on the high Hells Canyon Dam? 
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11. How much actual irrigation of land, in acres, if any, is contemplated 
uncer the present bills recommending the high Hells Canyon Dam? 

The following should be addressed to representatives of the Bonneville Power 
Administration: 

I aske1 the BPA witness as to how many contracts had been let for power out 
of the Bonneville and other Federal dams in the Northwest which have been made 
to private concerns for long terms with no preference or withdrawal clause for 
preference customers. What is the selling price for this public power which goes 
to these private concerns? 

I would like the number, dates, and names of the contracts. 

I would appreciate an early reply. 

Sincerely yours, 
A. L. Mi.umr, M. C., 
Fourth District, Nebraska. 





Exuisit D 


LETTER FROM ACTING SECRETARY OF THE INTERIOR 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 19, 1955. 
Hon. A. L. MILLER, 
House of Representatives, 
Washington, D. C. 

My Drar Mr. Miter: This is in further reply to your letter of July 18 in 
which you requested answers to a number of questions relating to recent com- 
mittee hearings on the Hells Canyon project. 

There is attached the original and one copy of the following: 

Joint memorandum dated August 11, 1955, addressed to Assistant Secre- 
tary, Water and Power Development, from L. G. Puls, C. I. Hoisington, and 
J. R. Riter, employees of the Bureau of Reclamation. 

Memorandum dated August 11, 1955, addressed to Assistant Secretary 
Fred G. Aandahl from Mr. Ear] D. Ostrander, Director of Administrative 
Management, Bonneville Power Administration; and 

Letter dated July 27, 1955, addressed to Mr. Fred G. Aandahl from Mr. 
Lynn Crandall, district engineer, Geological Survey. 

The above employees of the Department of the Interior testified before the 
House Committee on Interior and Insular Affairs at the specific request of the 
committee to present factual testimony. The attached memoranda also reflect 
the views of these individual employees and do not represent an official expression 
of the Department of the Interior. 

A copy of these attachments is being sent Congressman Budge at his request. 

Sincerely yours, 

CLARENCE A. Davis, 
Acting Secretary of the Interior. 


Exursit E 
MEMORANDUM FROM PULS, HOISINGTON, AND RITER 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
OFFICE OF AssISTANT COMMISSIONER AND CHIEF ENGINEER, 
Denver, Colo., August 11, 1955. 

Memorandum 

To: Assistant Secretary, Water and Power Development, Department of the 

Interior. 
From: L. G. Puls, C. I. Hoisington, and J. R. Riter. 
Subject: Letter of inquiry dated July 18, 1955, from Congressman Miller regard- 
ing Hells Canyon. 


As requested in your letter of July 26, 1955, the following information is sub- 
mitted in response to questions raised in Congressman Miller’s letter of July 18, 
1955, to the Secretary of the Interior. 
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1. The cost of three-dam projects, including interest during construction. 


(a) As estimated by the Morrison-Knudsen Construction Co. 
(b) As estimated by the Bureau of Reclamation. 

(a) The estimated cost of the three-dam plan submitted by representatives of 
the Morrison-Knudsen Construction Co. is $132,643,553, repeatedly referred to as 
$133 million. We do not know what this estimate includes, but we firmly believe 
that such estimate is not comparable to the estimates prepared by the Bureau of 
Reclamation. The estimate is only 46.4 percent of the amount the Bureau has 
estimated for a similar project based upon concrete or rock- and earth-fill dams, 
where appropriate, in lieu of rock dams with upstream faces of concrete as pro- 
posed by the Idaho Power Co. and upon which Morrison-Knudsen Co. based their 
estimates. This is in drastic contrast to the experience the Bureau of Reclamation 
has had with Morrison-Knudsen Co.’s bidding in which the low bidder faced the 
eens of performing the work bid upon under contract. 

xamples of Morrison-Knudsen Co.’s bidding upon fixed-unit-price contracts 
, are as follows, in which in every instance their bid is higher than the engineer’s 
estimate prepared by the Bureau of Reclamation: 


(1) Kortes Dam and powerplant (concrete) built on the 
North Platte River in Wyoming: 


Low bid 
Morrison- Knudsen ia in ae ticle $4, 688, 000 
PONT 0 GUNNINRG ib . conwdnind chevecachece $4, 292, 732 
Low bid in percent of engineer’s estimate ____ 109. 2 


(2) Boysen Dam and powerplant (earth) built on the Wind 
River in Wyoming: 
Low bid: 


Devrrdi Bwauaeen CRs oc. oe tes $13, 899, 999. 30 
Engineer's estimate... ........---.-.---.-- $12, 644, 273, 25 
Low bid in percent of engineer’s estimate_ 109. 9 


(3) Hungry Horse Dam and powerplant (concrete) built on 
the South Fork of the Flathead River in Montana: 


Low bid: 
General, Shea, & Morrison-Knudsen Co___.-- $43, 431, 000 
Engineer’ DOMINO sa ces db leck oHiaes $40, 025, 902 
Low bid in percent of engineer’s estimate _ - 108. 2 
(4) Cedar Bluff Dam (earth) built on the Smoky Hill Riv er 
in Kansas: 


5th low bid: 
Ed H. Honnen Construction Co., Morrison- 
Knudsen Co., Ine., Peter Kiewit Sons Co., 


Condon Gupningham:- Ce... = 1-5. -- $13, 282, 927 
Engineer's estimates: 2 oo... -........ $12, 826, 822 
5th low bid in percent of engineer’s estimate___ 103. 5 


(5) Canyon Ferry Dam and powerplant (concrete) built on 
the Missouri River in Montana: 


2d low bid: 
Morrison-Knudsen Co,, Inc.....-..-------- $12, 186, 194 
es awe $10, 784, 729 
2d low bid in percent of engineer’s estimate__ 112. 99 


— 


(6) Palisades Dam and powerplant (earth) built on the 
Snake River in Idaho: 
3d low bid: 
Morrison-Knudsen Co., Ine., Peter Kiewit 
Sons Co., J. A. Terteling & Sons, Inc., 
Ralph E, Mills Co., Ine., General Con- 


struction Co., Marro Corp____--.------- $30, 470, 750. 57 
a Nl SEI NSS Mi 5 El gi $25, 191, 190. 00 
3d low bid in percent of engineer’s estimate _ _ 121 


(6) Estimated cost of three-dam project as estimated by the Bureau of Recla- 
mation in 1953: 


I eo ee ee MY BO MAL CLES a $285, 700, 000 
ES ee eee 21, 400, 000 
Total with interest during construction________________-- 307, 100, 000 


1 Based on assumption of 6-year construction period with interest at 2.5 percent annually. 
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2. The cost of the completed high Hells Canyon Dam (including interest during 
construction) 


Estimates prepared in 1953 (800,000-kilowatt powerplant) for comparison with 
the 3-dam project: 


Construction cost_ a ct _...-- $356, 800, 000 
Interest during construction !____ i han ni ig cer Re 26, 800, 000 
i ctl adliactae sists a = sas casts spidoorie eadere 383, 600, 000 


1JBased on assumption of 6-year construction period with interest at 2.5 percent annually. More detail 
consideration of ideal construction programs may indicate some reduction in this estimate. 


F Estimates prepared in 1955 (800,000-kilowatt powerplant) based on Bureau 
experience in constructing Hungry Horse Dam: 





Construction cost___-- Ss ete es ar tae eres $308, 472, 000 
Interest during construction ! Se et gee: 23, 135, 000 
OME. os stthindtin dlinmd cieeas nals te inne waplne<en 331, 607, 000 


1 Based on assumption of 6-year construction period with interest at 2.5 percent annually, 


The cost estimates include a powerplant of 800,000-kilowatt capacity with 
provision for the subsequent addition of an additional 100,000-kilowatt power 
unit, if and when needed. The estimated cost of adding the ninth power unit 
is $6,305,000. 


3. The amount of electric energy which would be generated at Hells Canyon and at 
downstream plants by released storage water over an average of 50 years from: 
(a) The three-dam projects. 
(b) The high Hells Canyon Dam. 


(a) Assuming that the three-dam project would be completely coordinated 
with the existing and future Federal power system in the Columbia River Basin 
to secure maximum benefits for system prime-power production, the amounts of 
prime power added to the system by the three-dam project for various critical 
periods which determine system prime-power output and various stages of down- 
stream power development are shown in the following table: (The table shows 
the at-site generation and the increased generation at downstream plants and 
sites by use of released storage water.) 


Estimate of prime power added to system by 3-dam project in Hells Canyon reach of 
Snake River 


[Thousand kilowatts] 




















t Using streamflows with 1985 
Using historic streamflows level of irrigation development 
Length of critical period 
Produc- Increase Produc- Increase 
tion at down- | Total tion at down- Total 
site stream site stream 
i | 
! | 
BD ORIIEEIS CHOI a on cc encewcccsencnl 547 | 133 580 | 558 133 591 
547 | 2102 | 649 558 2102 660 
31 months (nonflood seasons 1928-32) _- 585 | 2105 690 550 2105 655 
42 months (September 1928 to Feb- | | 
ruary 1932, inclusive) - alge asl 509 | 337 | 546 472 337 509 
| 
i 








1 Downstream power head 223 feet (existing downstream developments). 
2? Downstream power head 87 feet (existing and authorized downstream developments). 
8 Downstream power head 1,350 feet (existing, authorized, and potential downstream developments). 


From the data contained in the preceding table and assuming that the present 
Federal power system will be expanded to meet future power loads, it is estimated 
that the average amount of prime power added to the system by the 3-dam 
project during a 50-year amortization period would be about 610,000 kilowatts. 

(6) Assuming that the High Hells Canyon project would be completely co- 
ordinated with the existing and future Federal power system in the Columbia 
River Basin to secure maximum benefits for system prime power production, the 
amounts of prime power added to the system by the High Hells Canyon project 
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for various critical periods which determine system prime power output and 
various stages of downstream power development are shown in the following table: 
(The table shows the at-site generation and the increased generation at down- 
stream plants and sites by use of released storage water.) 


Estimate of prime power added to system by High Hells Canyon project 


conan kilowatts] 














Using stream flows with 1985 
Using historic stream flows | level of irrigation develop- 
ing ment 
Length of critical period om tes ames T 
Produc- | Increase | Produc- | Increase 
tion at down- Total tion at down- Total 
site stream 5 site stream 
side trchnacneneentheecihcit iiss Miiahradaet ccntiletpai Ma jako —| ail Bsccsiehelchicisiaee 
SAI LATO i eles cre pas ood qetesxenss 681 1129 810 710 1129 839 
681 2 398 1,079 710 2 398 1, 108 
31 months (nonflood seasons, 1928-32) - --_- 705 2 257 962 654 2 257 911 
42 months (September 1928 to February 
ly STE. < cannmaweiedenctassitionxe 585 3145 730 534 3145 679 





1 Downstream power head 223 feet (existing downstream developments). 
2 Downstream power head 687 feet (existing and authorized downstream developments). 
? Downstream power head 1,350 feet (existing, authorized, and potential downstream developments). 


From the data contained in the preceding table and assuming that the present 
Federal power system will be expanded to meet future power loads, it is estimated 
that the average amount of prime power added to the system by the high Hells 
Canyon project during a 50-year amortization period would be about 900,000 
kilowatts. 

By comparison with the estimates of prime power attributed to Hells Canyon 
in Mr. Ostrander’s testimony, for comparable conditions of downstream develop- 
ment, it will be observed that our estimates are somewhat more conservative. 
The reason for this is that we evaluated only the two major items of: (1) At-site 
generation and (2) increased generation at downstream plants and sites through 
use of Hells Canyon released storage. The estimates contained in Mr. Ostrander’s 
testimony were based on comparison of detail system operation studies to deter- 
mine system prime power output (1) without the Hells Canyon development 
and (2) with the Hells Canyon development. His method of analysis includes 
certain integration benefits which are not reflected in our analysis. 


4. Is it necessary to complete certain dams downstream before (1) power output and 
(2) navigation benefits claimed for the high Hells Canyon Dam can be realized? 
What are these dams? Are they under construction? What would be their 
cost, including transmission investment? What is the total cost, including 
interest during construction, of the prajects that must be constructed downstream 
including the high Hells Canyon Dam before the full benefits could be realized 
from the Helis Canyon Dam? 


None of us in the Bureau of Reclamation have made any independent studies 
of the navigation benefits to be secured from operation of the Hells Canyon project. 
We understand from discussions with the Corps of Engineers that the relatively 
small navigation benefit (allocation of less than $5 million of capital cost of Hells 
Canyon Reservoir) would be realized without the necessity of building additional 
downstream dams. The testimony by Mr. Ostrander (case A) is to the effect 
that Hells Canyon would be a feasible addition to the existing power system in 
the Columbia River Basin. Although our estimates of power production for this 
case are slightly more conservative than those on which Mr. Ostrander based 
his studies, we concur with his conclusion that Hells Canyon would be a feasible 
addition to the existing Federal power system. 

The estimates of prime power added to the Columbia River system (response 
to item 3) are presented for three conditions of downstream developmen’ as 
follows: 

(1) Existing projects: McNary (under construction and in partial 0, era- 
tion), The Dalles (under construction), and Bonneville (operation for several 
years). 

(2) Existing and authorized projects: The authorized but unconstructed 
dams and powerplants are Lower Granite, Little Goose, Lower Monumental, 
Ice Harbor, and John Day. 
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(3) Existing, authorized, and potential projects: there are a number of 
alternative possibilities for development of the 760 feet of maximum power 
head between the Hells Canyon site and the Lower Granite site. In down- 
stream order, such sites are: 


Pleasant Valley 
Mountain Sheep 
Nez Perce 
China Garden 
Asotin 
Clarkston 


The five authorized projects (Lower Granite, Little Goose, Lower Monumental, 
Tee Harbor, and John Day) were authorized for construction by the Corps of 
Engineers. We do not have recent data on cost estimates therefor. Mr. 
Ostrander will probably furnish this information. We have not made detail 
study of the prime power production at the authorized downstream develop- 
ments. Using data contained in volume VIII of the Corps of Engineers’ 1950 
report on Columbia River and tributaries (H. Doc. 531, 81st Cong., 2d sess.), 
the amount of prime power that would be added to the existing power system 
by construction of such authorized downstream developments is estimated to 
be approximately as follows: 


Kilowatts 

REE RING ae preterit ek aaa Re a a a LD 104, 000 
I ntl ctl eesletain inesentits sibs neilcuien- duh dink anata tele 127, 000 
I a srt G0 ti dh Sik geben sh sia 118, 000 
I al aad i ene sh rie aaa iia de 126, 000 
I cic cactt, ithe ieedtiiies nated hen diedninaiedavieuntniiiasiads titan eaciieideasmnietaeniel aint 662, 000 
a nine ceincienmatciels dntendinihcsmmba 1, 137, 000 


Operation of future upstream storage projects would increase the prime power 
output at these five authorized but unconstructed projects. 

In 1954, the Bureau of Reclamation made studies for the Pleasant Valley 
(720,000 kilowatts) and Mountain Sheep (300,000 kilowatts) sites on the Snake 
River immediately downstream from Hells Canyon site. The combined esti- 
mated costs of the dams, powerplants, and switchyards at the two sites are: 


a a i eB Tein ek de Bonaccini a $328, 644, 000 
Interest during construction ___-..__..._______--- pehiciomen eta yl Ss 20, 540, 000 
i rcaieadicddialen titi enm nian ceba<nvthinnnt atk 349, 184, 000 


We have no information on the cost of transmission lines. However, our 
studies show that the indicated investment in the dams, powerplants, and switch- 
yards is amply justified by the value of the resulting power output at these sites. 


6. It is my understanding that 3 or 4 months out of the year, water will be stored at 
Helis Canyon, and power production will be at a minimum. What are the 
facts in this respect? Whatchas been the run-off of the Snake River during the 
period April 15 to August 15 of each year in excess of 2,000 cubic feet per 
second and 5,000 cubic feet per second? What will be the minimum generation 
during this period? This was testified to before the committee by Mr. Riter 


The plan of operation for the High Hells Canyon project contemplates that 
release of storage will be concentrated in the low runoff season on the Columbia 
River, when power output in the existing Federal system is lowest. During the 
flood season on the Columbia River, when there is an abundance of power avail- 
able at the Federal dams on such stream, the releases (and power production) at 
Hells Canyon will be reduced, if necessary, to insure refilling of that reservoir. 

The following table shows for the 3l-year period of historic record of Snake 
River at Oxbow Gaging Station: 

(a) Total flow in 4-month period, April 16 to August 15, inclusive. 
(6b) Flow in excess of 2,000 cubic feet per second during this 4-month period. 
(c) Flow inexcess of 5,000 cubic feet per second during this 4-month period. 
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Historic flows at Oxbow, Oreg. (4-month period, Apr. 16 to Aug. 15, inclusive 


[Thousand acre-feet] 


Flow in excess of Flow in excess of 
Year Total flow Year Total flow 
2,000 cubic | 5,000 cubic 2,000 cubie | 5,000 cub 
| feet per | feet per feet per feet per 
second | second second second 
BOR. Su 1 5, 684 5, 200 | 4,474 || 1940 3, 833 3, 349 2, 623 
Peas ots 2, 257 | 1,773 | 1, 047 1941 a 3, 965 3, 481 2, 755 
| a 6, 861 | 6, 377 | 5, 651 1942 5, 540 5, 056 t, 330 
1926.....- 2, 537 | 2, 053 | 1, 327 || 1943 9, 086 8, 602 7, 876 
We =2465- 7, 930 | 7, 446 6, 720 1944 4, 039 3, 555 2, 829 
as 6, 835 6, 351 | 5,625 || 1945._....._. 5, 629 5, 145 4,419 
eae 4, 009 3, 525 2,799 || 1946 6, 32? 5, 838 5, 112 
| ae 2, 974 | 2, 490 | 1, 764 1947__. 5, 096 4, 612 3, S86) 
| 2, 209 | 1, 725 999 1948 6, 114 5, 630 1, 904 
Ps nen 5, 356 4, 872 | 4, 146 1949 4, 466 3, 982 3, 256 
1933 ae 4, 569 4, O85 3, 359 1950 6, 252 5, 768 5, 042 
LOA ran J 2, 383 1, 899 1,173 || 1951 6, 220 5, 736 5. 010 
a 3, 485 3, 001 2,275 || 1952 9, 228 8, 744 8, O18 
1936 senbe ul 6, O77 5, 593 | 4, 867 1953 5, 998 5, 514 4, 758 
1937. dided 3, 463 2,979 2, 253 - 
EN .| 8, 201 7, 717 | 6, 991 Average _ - 5, 156 4, 672 3, 946 
ile 3, 225 2, 741 2,015 


1 Apr, 16 to May 21, inclusive, flow of Snake River at Weiser, Idaho. 


The generation during those years when the release at Hells Canyon is restricted 
to 2,000 cubic feet per second, during the flood season on the Columbia River, to 
replenish the storage withdrawn during the preceding low-water season, will vary 
with the storage content and head on the Hells Canyon powerplant approximate!) 
as follows: 


Generation 


f Head | w ith 2,000 
Storage content, Hells Canyon (1,000 acre-feet) | (feet ; cubic feet Remarks 
per second 
release 
| ——- _- 
Kilowatts | 
I ak ccs oes tes os a a ae 5 lis 602 | 87,000 | Reservoir full. 
Ss oh dccnds ws | 562 | 80,000 | Future normal drawdown. 
Reitcscet ans s hide ctucens sarek 463 | 67,000 | Initial normal drawdown. 
NALS s ibartevi ons harsorine tin tans tha cout 312 ] 42,000 | Dead storage level. 





The operations of the Hells Canyon Reservoir would be such as to yield the 
greatest amount of salable production of power, based on available water supply, 
power demand and coordinated operation with the other power units in 
the Columbia River system, 


6. Where would the power come from to supply Idaho under its power contract needs 
during the period water is being stored? Would it come from Bonneville Power 
system, which I understand is already in a power-short area? Will there be 
sufficient quantity of energy to meet the requirements over the 50-year payout 
period? 


As indicated in the response to items 3 and 5, the operations of Hells Canyon 
Reservoir would be coordinated with the other plants in the Federal system to 
result in the maximum production of system prime power. During the flood 
season on the Columbia River, when the output at Hells Canyon would be 
restricted in some years, there is an abundance of power available at other plants 
in the system to meet the system prime power requirements during such flood 
see sons. 

Since the Bonneville Power Administration is the power marketing agent for 
Federal dams in the Pacific Northwest, it is presumed that Mr. Ostrander will 
respond on the remainder of this item, 


70499—56 3 














14 HELLS CANYON PROJECT, IDAHO-OREGON 


What would be the length of the transmission lines from Hells Canyon to Bonne- 
ville? What amount of power could they carry in the event power must be 
returned from Bonneville to Idaho? What would be the cost of these lines? Is it 
true that the Bonneville power system is now oversubscribed? 

We have inadequate information-to respond to this question. Mr. Ostrander 

of Bonneville Power Administration will probably supply the information. 


‘- 


8. How much contingencies is placed in the estimate for a high power dam? 

The contingencies included in the Bureau’s estimate for the High Dam are 
$45,054,000. This amount has been included in order to inform Congress of the 
maximum probable cost of the project, should the indicated contingencies ma- 
terialize. If they do not materialize in the magnitude indicated, then, of course, 
the total cost will be reduced by the amount of the contingencies not experienced. 
Contingencies are no respector of persons or philosophies and will materialize 
irrespective of who performs the work. 


9. What is the target date for completion of the Hells Canyon Dam as well as those 
downstream which would be necessary in order to receive the full benefit from the 
Helis Canyon Dam? 

The dates of accomplishment of the construction program necessary to complete 
the Hells Canyon Dam and the five presently authorized but unconstructed 
downstream dams and powerplants are dependent upon the availability of funds. 
If these developments are to be federally constructed, the Congress (through 
appropriations) will largely control their completion dates. 

Testimony submitted to subcommittee on July 11, 1955, by L. G. Puls was as 
follows: 

‘16. Construction schedule—The program of construction for Hells Canyon 
Dam and powerplant has been worked out in preliminary form. The schedule 
involves the following assumptions: 

‘““(a) Construction will begin April | of the first fiscal year and be completed 
by the end of the seventh fiscal year. 

“(b) The first generator will be placed on the line September 1 of the sixth 
fiscal year, which will be 4% years after start of diversion tunnel excavation. 

‘‘(c) Remaining generators will be placed on the line in 3-month intervals.” 


10. Testimony before the committee indicated the Morrison-Knudsen Co. could com- 
plete the 3 low dams and have them in operation in 30 months at a cost of $133 
million. This is $223 million less than the cost of the high Hells Canyon Dam, 
without interest during construction. How much would the interest during 
construction be on the high Hells Canyon Dam? 

The response to question 2 answers this question relative to interest during 
construction used on the High Dam. 

It is again pointed out that it is not known what Morrison-Knudsen Co.’s 
estimate includes. On the basis of their statement that they would be willing to 
sign a contract to construct the 3 dams for $133 million and at the end of con- 
struction turn over to the owner a complete and operating project, it is suspected 
that their contract amount covers only the construction and does not include the 
cost of major equipment, incidental expenses of the owner, right-of-way costs, 
and costs of other minor contracts. This is the kind of contract they sign with 
the Federal Government, for instance, the Hungry Horse project. See answer 
to question 1. General, Shea, and Morrison-Knudsen’s bid based upon a fixed 
unit price contract was $43,431,000. This bid covered only the prime construc- 
tion contract and did not include the cost of major equipment, right-of-way, 
clearing of right-of-way, relocations, other minor contracts, and incidental costs 
of the Federal Government. The final cost of Hungry Horse project with 99 
percent of the project complete is estimated to not exceed $101,660,000. This 
is 234 percent of Morrison-Knudsen et al.’s bid of $43,431,000. On this basis, 
their estimate of $133 million for the 3-dam scheme would become $311,220,000 
when all elements of cost are included, resulting in a difference of $45,590,000 
below our original estimate of $356,810,000 for the high dam. Their estimate for 
the 3-dam scheme, therefore, in percent of the Bureau’s estimate of $285,700,000 
for the 3-dam scheme amounts to 108.9 percent in line with our historic experience 
of Morrison-Knudsen bidding. 
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11. How much actual irrigation of land, in acres, if any, is contemplated under the 
present bills recommending the high Hells Canyon Dam? 


No actual irrigation of land is authorized under terms of the present bills. 
Section 4, however, does provide that Federal reclamation developments proposed 
to be constructed in the central and upper Snake River Basin may be authorized 
as works or divisions of these projects, if such authorization is specifically provided 
by an act of Congress, and it is further provided that any additional works or 
division that may be authorized as provided in this section, shall be treated as 
one project for the purpose, among others, of providing for the application of 
project revenues to the return of reimbursable costs in accordance with the pro- 
visions of the Federal reclamation laws. Under terms of this section, financial 
assistance from power revenues for the return of irrigation costs beyond the repay- 
ment ability of the irrigators, might ultimately be provided for projects involving 
over 1,100,000 acres of new lands and about 300,000 acres of lands to receive 
supplemental water. 

Respectfully submitted. 

L. G. Puts 
(Design and Dam). 
C. I. Hotsineron 
(Cost Estimates). 
J. R. Rrrer 
(Water Supply, Power Production, and Irrigation). 

In duplicate. 

Copy to Earl D. Ostrander, Bonneville Power Administration, Portland, Oreg., 
Lynn Crandall, United States Geological Survey, Post Office Box 697, Idaho Falls, 
Idaho. 


Exnuisit F 
MEMORANDUM FROM EARL D. OSTRANDER 


DEPARTMENT OF THE INTERIOR, 
BONNEVILLE PowreR ADMINISTRATION, 
Portland, Oreg., August 11, 1956. 
Memorandum 
To: Assistant Secretary Fred G. Aandahl. 
From: Director of Administrative Management, Bonneville Power Administra- 
tion. 
Subject: Letter of inquiry dated July 18, 1955, from Congressman Miller 
regarding Hells Canyon. 

This is in response to your memorandum of July 26, 1955, requesting submission 
to you of the information on the Hells Canyon project requested in Congressman 
A. L. Miller’s letter of July 18, 1955. 

In the opening paragraph of his letter Congressman Miller, while noting that 
the witnesses from the staff of the Interior Department appeared by invitatior. of 
the chairman of the House Committee on Interior and Insular Affairs, stated 
that the witnesses were listed as advocates for a high Hells Canyon Dam. These 
witnesses did appear upon instructions from your office pursuant to request sub- 
mitted to the Department of the Interior by Congressman Aspinall, chairman of 
the Subcommittee on Irrigation and Reclamation, to give factual testimony. 
At the hearings we noted that the first 2 days had been allocated to proponents 
and the remaining 2 days to opponents of the high Hells Canyon project. Inas- 
much as we were scheduled during the time reserved for proponents, I spoke to 
the clerk of the committee about the fact that this might put us in the light of 
advocates. The clerk, in turn, took the matter up with Chairman Aspinall 
who subsequently made a statement in the record to the effect that while the 
departmental witnesses appeared during the time reserved for proponents, such 
witnesses were not appearing either for or against the high Hells Canyon project 
but were appearing by his invitation to give factual testimony. I am sure the 
record of the hearing is clear on this point, but in any event it has been clarified 
further by Mr. Aspinall’s letter of July 19 to the Secretary which was acknow!l- 
edged by Under Secretary Davis on July 29. 

Set forth below are my answers to the questions submitted by Congressman 
Miiler insofar as information is available from my working files or those of other 
staff members of the Bonneville Power Administratior. The answers are num- 
bered to correspond to the numbers of the questions in Congressman Miller's 
letter: 
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1 (a): I have no information on which to base an answer to this question. 
I have no knowledge of the accounting policies of Idaho Power Co., particularly 
as to accounting for interest during construction and the percentage rate of inter- 
est that the company would apply. 

1 (b): This item is directed to an estimate prepared by the Bureau of Recla- 
mation for a three-dam plan and presumably will be answered by the witnesses 
from the staff of the Bureau of Reclamation. 

Messrs. Riter, et al., of the Bureau are replying in detail to question 1. 

2: In my testimony I used a construction cost estimate for the high Hells 
Canyon Dam as furnished to me by'the Bureau of Reclamation in the total amount 
of $308,472,000 consisting of $105,432,000 for specific power facilities, $1,162,000 
for specific recreation facilities, and $201,878,000 for joint facilities On the basis 
of our judgment as to probable construction time and actual experience at the 
Bonneville and Grand Coulee projects, interest during construction was added 
to these construction costs in the total amount of $19,139,000 equivalent to 
6.20 percent of total construction costs and consisting of 3.75 percent on specific 
purpose facilities and 7.50 percent on joint facilities. The computation is based 
upon an interest rate of 2.50 percent per year. In the case of the Bonneville 
Dam project the accounts show that interest during construction on the specific 
power facilities is approximately 3.68 percent of the construction costs, and inter- 
est during construction on the joint facilities is approximately 4.79 percent of 
construction costs, with the result that interest during construction on the total of 
specific power and joint facilities is 4.25 percent. For the Grand Coulee Dam the 
accounts show that interest during construction is 3.45 percent of the specific 
powerplant allocated to power and 6.67 percent of the joint investment allocated 
to power and thus 4.92 percent of the total investment allocated to power. 
Accordingly, the allowances I made for interest during construction on the high 
Hells Canyon Dam are quite liberal in the light of the actual data for Bonneville 
and Grand Coulee Dams. 

3 (a): We have no definitive data. See Mr. Riter’s reply. 

3 (b): The answer to this question requires an explanation of the manner in 
which the high Hells Canyon Dam would be operated as an integrated unit in the 
Federal power system. It would be operated so as to make the maximum con- 
tribution to total system prime-power capability. Its operation would thus 
correspond to that for the Hungry Horse project in that during the spring and 
summer refill months actual at-site generation would be reduced to nominal levels 
because during those months adequate generation is available at the run-of-river 
plants in the system to produce the system prime power even with the nominal 
rate of at-site production. During the storage drawdown period (the fall and 
winter months) storage would be released in order to achieve the high generation 
at site and to increase generation at downstream plants. According to my 
written statement (table A), the high Hells Canyon project would add 895,000. 
kilowatts of prime power to the Federal system consisting of projects actually in 
operation or under construction (case A). The 895,000 kilowatts represent 
7,840 million kilowatt-hours during a year. In addition, however, our estimates 
indicate an increase in nonfirm generation upon the addition of Hells Canyon to 
the system. Such additional nonfirm production is estimated at approximately 
800 million kilowatt-hours in an average year. This is based upon just the number 
of generator units at the downstream projects assumed in my study even though 
actual schedules call for an even greater number of units. In cases B and C 
since the amount of prime power would be greater due to more downstream devel- 
opment, the amount of prime energy would be correspondingly more. 

The foregoing answer is based upon our system approach and is believed to be 
the only significant data from the point of view of the financial feasibility of the 
project in the light of the manner in which the power is operated. However, in an 
effort to answer more directly the precise questions, it is our estimate that the 
actual at-site generation at the high Hells Canyon Dam would average 5,185 
million kilowatt-hours per year based upon median month streamflows and that 
the additional generation at other plants in the system attributable to the high 
Hells Canyon Dam would average 2,825 million kilowatt-hours per year. The 
total would thus be 8,010 million kilowatt-hours per year. This is for case A. 
The amount would be greater for cases B or C or any stage of further down- 
eer development. 

(1): My testimony included three cases of system development for determin- 
sar the power output attributable to the high Hells Canyon project. These cases 
were designated A, B, and C and considered Hells Canyon as being last added to 
each of the systems. Case A is what we refer to as the base system. It consists 


Se = - 
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of the 12 Federal multiple-purpose projects now existing or under construction. 
Cases B and C are the phase C-2 stage of development as set forth in House 
Document 531, 8lst Congress, 2d session, except that the Glacier View project is 
omitted. C ase B includes the Libby project with 4,250,000 acre-feet of storage; 
whereas case C includes the Libby project with 6,483,000 acre-feet of storage. 
The amount of storage assumed at Libby is important because the larger storage 
project lengthens the critical water period from 7 months to 31 months, which in 
turn has a bearing on the amount of prime power the Hells Canyon project would 
add to the system, 

The base system is scheduled for completion in November of 1960 with installa- 
tion of the 14th unit at the Dalles project. Thus, for case A there would be no 
future dams required to realize the power output attributed to Hells Canyon. 
Furthermore, no additional units would be required at other projects in the system 
if Hells Canyon were added. However, for purposes of my analysis, I did charge 
the cost of some of the generating units in the base system against the power 
production resulting from the addition of Hells Canyon. 

The total cost of the multiple-purpose projects in the base system, including 
interest during construction, is estimated at $1,972 million with $1,222 million 
tentatively estimated as allocated to power. The cost of the transmission system 
completed to the base-system stage of development is estimated at $538 million, 
all of which would be allocated to power. Thus the total power allocation for the 
base system would be $1,760 million. The base system is financially feasible 
because all of the power can be sold at very favorable rates and still produce 
sufficient revenue to repay the power investment, over a reasonable period of years, 
as well as all expenses allocated to power, including interest, operation, and 
maintenance. In addition to power costs, base-system power revenues will repay 
an estimated $475 million of irrigation costs which are beyond the ability of the 
water users to pay. 

My testimony indicates that the addition of Hells Canyon to the base system 
would be financially feasible and would have only a small effeet upon total system 
annual financial requirements per kilowatt of firm power. Hence, no power 
projects beyond the base system would be required to make Hells Canyon 
financially feasible, The actual costs resulting from the addition of Hells Canyon 
to the base system would be even less than costs included in my studies because 
I have charged against Hells Canyon the cost of installing cight generating units 
in other projects in the system as well as associated transmission facilities. How- 
ever, all of these facilities will be in the base system even if Hells Canyon is not 
added, so the actual costs of adding Hells Canyon will be less than those I have 
used, 

Some experts in the field of power development hold that the only significant 
analysis of a proposed project is a comparison of the costs and benefits provided 
by that project when added to the existing situation. Others hold that an analysis 
should be made over the entire life of the project. My case A would meet the 
requirements of the first position and cases B and C would be more in line with 
the second position. However, cases B and C do not extend as far into the future 
as the assumed 50-vear pay-out period for Hells Canyon Dam. The data for case A 
are fairly firm and I have confidence that the results are reliable. For cases B 
and C the data are much less firm and for any system beyond the phase C—2 
level of gar nt the data are not adequate for a definitive analysis. 

If the Hells Canyon project were added to the base system it would provide a 
large increment of low-cost power. As the system expanded the generation at 
both Hells Canyon and the downstream projects would change in several respects. 
If the new projects were downstream from Hells Canyon, they would receive 
benefits from Hells Canyon storage. New storage projects might lengthen the 
critical water period and result in a smaller annual benefit from Hells Canyon 
storage. In my analysis I have assumed that any new projects would have to be 
proved fes asible on the same basis that I have used for Hells Canyon, namely, 
that incremental generation would be related to incremental cost. 

4, (2): The annual navigation benefits associated with Hells Canyon as used 
in my studies were determined by the Corps of Engineers and were based upon 
completion of the phase C-2 stage of development. The navigation benefits 
provided by Hells Canyon would be different under different stages of develop- 
ment. If Hells Canyon were next added to the base system, it would provide more 
navigation benefits than have been assigned as its share in the phase C—2 system. 
Hence, no additional projects would be required to obtain navigation benefits 
equal to or greater than the amount used in my analysis. An attached table 
gives basic cost data for the major projects. 
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5: The operation of the Hells Canyon project in the Federal hydrosystem 
would be similar to the operation of the Hungry Horse project, that is, to store 
water during the high runoff summer months and release it during the low runoff 
winter months. During the storage period, generation at Hells Canyon would 
be reduced to a minimum, perhaps as low as 66,000 kilowatts, in order to store 
as much water as possible for use during critical winter months. During the 
months when water is being stored and production is at a minimum at the Hells 
Canyon project there would be a large surplus of generation at the downstream 
run of the river projects. This surplus would be used to meet system load that 
would be met by generation at Hells Canyon during the low water months when 
large amounts of storage are being released. Asa matter of fact, storage of water 
during the high runoff period actually increases the generation capability of some 
of the downstream projects. This results from decreasing the streamflow at the 
downstream projects which keeps the tail water from rising as high as it other- 
wise would and thus provides a higher head at the downstream projects than 
would be the case under natural streamflow conditions. In the case of Hungry 
Horse and also for Hells Canyon the amount of storage released during the 
winter period would depend upon the amount of water necessary to generate 
enough power at site and at the downstream projects to meet the system’s firm 
power requirements. Firm power contractual commitments are based upon 
critical water year records and there may be less generation from stored water 
during an average water vear than during a critical water year. This does not 
detract from the value of the storage, however, since the storage serves as insur- 
ance that the water will be available during the critical water period to meet 
firm power requirements and the amount of power that the system can guarantee 
is the psimary consideration in sale of power. 

The runoff data requested are shown in the attached tabulations. These data 
cover the years 1924 through 1953 and show runoff in average cubic feet per 
second in excess of 2,000 cubic feet per second and in excess of 5,000 cubic feet 
per second. One table covers the period of April 16 to August 15 of each year 
as requested in Congressman Miller’s question. The other table covers the 
period April 16 to September 15, inclusive, i. e., 1 month more since for the base 
system such would be the storage period and all the runoff for that period would 
be available for refill. The data also convert the average cubic feet per second 
to acre-feet. 

6: At the present time the Bonneville power system has no contract with 
Idaho customers requiring firm power delivery. However, if legislation or con- 
tract required a block of firm power to be reserved for Idaho, that power could 
be furnished out of the 895,000 kilowatts of prime power added to the system 
by the Hells Canyon project. Even though generation at Hells Canyon would 
be less at times than the reservation for Idaho there would be no difficulty in 
meeting the requirements of the reservation because of the availability of excess 
generation at the downstream plants at such times as explained in No. 5 above. 
As to whether there will be a sufficient quantity of energy to meet the require- 
ments over the 50-year payout period the answer is that there will be sufficient 
energy. This is because the only effect upon energy attributed to Hells Canyon 
would be due to the addition of new projects and whenever a new project was 
added, it would add more energy to the system. New power sales contracts 
would be made to sell only the net amount of energy added to the system by the 
new project. 

7: A transmission line to connect the Bonneville grid system with the Hells 
Canyon project would be required from Hells Canyon to McNary, a distance of 
140 miles. It is estimated that 1 line of 345 kilovolts would provide ample capac- 
ity for transferring energy from Hells Canyon to the west during the wintertime 
and from the Bonneville grid system to the Idaho load during the summertime 
when Hells Canyon generation was ata minimum. The cost of this line complete 
with terminals is estimated at $13,783,000. These costs are included in my finan- 
cial analysis of adding Hells Canyon to the Federal system. In addition my 
analysis includes $1,652,000 for a 45-mile 230 kilovolt wood pole line and terminals 
from La Grande to Baker. Thus, my analysis includes transmission costs for 
integrating facilities between Hells Canyon and the Federal grid in an amount of 
$15,435,000. It should be noted, however, that the Idaho Power Co. now proposes 
to build the line from La Grande to Baker as an intertie between the Idaho Power 
system and the Bonneville Power system. Thus, the cost of the La Grande- 
Baker line will not be a part of the Federal investment if Hells Canyon is built 
as a@ Federal project. 

In addition to the $15,435,000 for integrating facilities included in my analysis, 
I included $44,209,000 for investment in transmission facilities to serve industrial 
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loads in southeastern Idaho (namely, the phosphate loads) and $8,566,000 for cost 
of facilities to serve the Idaho Power system at Boise, Idaho. The total amount 
included in my analysis for transmission investment to serve southern Idaho and 
to integrate Hells Canyon with the system, accordingly, was $68,210,000. 

The 345-kilovolt line from McNary to Hells Canyon could carry at least 450,000 
kilowatts either from McNary to Hells Canyon or from Hells Canyon to the Fed- 
eral grid system. Since Hells Canyon at-site generation would amount to a mini- 
mum of 66,000 kilowatts, the amount of power available to Idaho would never be 
less than 516,000 kilowatts. Of course, this amount would be supplemented by 
180,000 kilowatts by the La Grande-Baker line which means that, if necessary, 
about 700,000 kilowatts could be made available to Idaho from the Federal sys- 
tem. It is not contemplated that this much power will be reserved or required 
in Idaho as a result of adding Hells Canyon to the Federal system. 

It is not true that the Bonneville power supply is now oversubscribed. The 
Bonneville Power Administration does not contract to sell more firm power than 
the capability of the Federal system; in fact, the Administration’s contracts for 
firm power total less than the system’s capability because some reserve is main- 
tained. The BPA does sell substantial amounts of secondary and dump power 
in addition to the firm power sales. However, these secondary and dump power 
sales are made on a “‘when, as, and if available’’ basis so that they can be inter- 
rupted at any time that the water situation becomes critical. Even though Fed- 
eral power supply is not oversubscribed, the BPA could sell more power if it had 
the power available. 

8 and 9: United States Bureau of Reclamation will answer. 

10: Interest during construction for the high Hells Canyon Dam is shown 
reply to question No, 2. 

11: United States Bureau of Reclamation will answer. 

In addition to the numbered questions, in the third last paragraph of his letter, 
Congressman Miller asked about contracts having no withdrawal clauses. Our 
contracts with private utility companies do contain clauses permitting us to with- 
draw the power on 5 years’ notice, if necessary to meet requirements of preferred 
customers. Howe ver, our contracts with industries contain no such withdrawal 
clause and none is required by the Bonneville Project Act in case of contracts with 
such industrial customers. 

Attached is a tabulation listing our industrial contracts. The table shows the 
average amount received by BPA per kilowatt-hour in calendar year 1954 under 
each contract. This average, however, is merely a statistical result. Most of 
these consumers buy the power under our C—4 rate schedule which is $17.50 per 
kilowatt-year although a few industries find it to their advantage to buy under 
the F—4 rate schedule as it is somewhat more favorable in case of consumers 
operating at load factors lower than those obtained by the aluminum reduction 
plants, for example. The F-4 rate schedule contains the following monthly 
charges: 75 cents per kilowatt of billing demand plus 2.5 mills per kilowatt-hou: 
for the first 360 kilowatt-hours per kilowatt of billing demand and 1 mill per 
kilowatt-hour for all additional energy. 

Mr. J. R. Riter, representing the witnesses from the Bureau of Reclamation, 
and I have attempted to coordinate our replies by mail and telephone. On a few 
points, however, there are differences because of differences in method. For exam- 
ple, interest during construction on the high dam, as called for by question 2, is 
computed differently by Mr. Riter and myself. Since these different figures wer 
used by us in the hearings, each of us has set forth in answer to question 2 his 
respective data. Mr. Riter used an overall 6-year construction period for the 
total project. We applied a somewhat more refined method based upon our 
actual experience at the Bonneville and Grand Coulee projects as indicated ir 
my reply to question 2. Also, our data are somewhat different in answer to 
question 3 (b). Our analysis is based upon integrated operations and the incre- 
ment of system prime power added by the Hells Canyon project on the assumption 
of its being last added at the three stages of development studied. Mr. Riter 
used shortcut methods for cases that do not conform precisely in all instances to 
those that we studied. In the final analysis, however, our data are not greatly 
different. Particularly, Mr. Riter’s 50-year average of 900,000 kilowatts of addi- 
tional prime power is approximately in agreement with my case C which shows 
961,000 kilowatts of additional prime power if Hells Canyon were added to the 
phase C-2 system with the high Libby Dam. The 961,000 kilowatts total is 
based upon streamflow conditions with estimated irrigation depletions in the early 
1960’s. Our studies show that at the end of 50 years the amount would be a few 
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megawatts less but not enough less to make any appreciable difference in the 
results to which I testified. 

[ assume that Mr. Bradley of your office will undertake to prepare the Depart- 
ment’s reply to Congressman Miller. I am sure that he will feel free to call upon 
me and the others for any assistance he may find necessary in preparing the Depart- 
ment’s reply from the materials submitted by the representatives from the Bureau 
of Reclamation and in this memorandum. 

Earut D. OsTRANDER, 
Director of Administrative Management. 


Project cost estimates ! 


[Thousands] 














idee a Sk Interest Capital 
ba Construc- during Capital cost allo- 
Project tion a 7 
costs construc- cost cated to 
tion power ? 
Base system: 
PID EO) OD cc ee $83, 387 $3, 599 $86, 986 $59, 700 
Columbia Basin (18 units)__..........___- el 754, 874 814, 602 769, 476 4 202, 609 
RE SUNN dd bic. Jock whlebea eee 101, 660 5, 912 107, 572 85, 964 
Albeni Falls sala eancis ae a a ee 31, 100 1, 403 32, 503 32, 203 
Chief Joseph (16 units) a ee 7 169, 000 7, 978 176, 978 176, 945 
Se ARUN oo ee ee ae g _ 287, 300 16, 271 303, 571 277, 004 
rs fo RET Eee oS eae ees 303, 000 16, 865 319, 865 299, 8&3 
Detroit-Big Cliff- citi hdegdehehstietadd mies a 63, 345 3, 586 66, 931 42, 002 
Lookout Point-Dexter_. ere gt ~ 89, 600 5, 210 94, 810 41,819 
CS eee ae Reraeinpa abe ¥ 13, 564 3127 13, 691 44,076 
Base system total] §..............- i teh ie 1, 896, 830 | 75, 553 1, 972, 383 1, 222, 205 
Other major projects: 
Ice Harbor (4 units) febicnnedaneswilea coe ert aaa 147, 572 7, 725 155, 297 121, 516 
Rane Cane 0 SD oS led el = 145, 906 7,775 153, 681 
Lower Monumental (4 units)_.....-...--- a 129, 560 6,778 136, 338 
Lower Granite (4 units).............------- sel cad eos 123, 033 6, 374 129, 407 
PE BOM Ue WEN Cc coco ncdcuacacleeuks- coat 400, 000 23, 543 423, 543 
PO TS Sa ee ee itd alate 290, 796 19, 426 310, 222 
a UI ee ouk 261, 572 17, 323 278, 895 
ee EE ee eae at 371, 000 22, 568 393, 568 311, 594 





‘ The cost estimates given in this table are those that were used in the financial analysis presented at the 
hearings on H. R. 4719. The estimates were supplied by the construction agencies (the Corps of Engineers 
and the Bureau of Reclamation) and are subject to change from time to time. For example, data just 
received from the Corps of Engineers based on ,.ices and estimates as of July 1, 1955, differ from the data 
given in this table in some cases, but the more recent data are not given in this table since the purpose of 
this table is to support the analyses presented at the hearings. wm 

2 Except for Bonneville and Columbia Basin projects, the cost allocations are preliminary. 

3 For these projects the amount of interest during construction appears relatively low for the reason that 
a substantial portion of the total construction costs consists of irrigation facilities on which no interest during 
construction is computed. Moreover, no interest during construction is required on the portions of the 
joint facilities and power facilities allocated to irrigation. . J mus 

4 For these projects the allocation to power may appear low relative to the total project capital cost. rhis 
results from the fact that a substantial portion of the total capital cost consists of specific irrigation facilities 
and such cost is allocated to irrigation. In addition, a portion of the cost of other features is allocated to 
irrigation. However, for these two projects in addition to the amount of capital cost allocated to power, 
approximately $475 million of capita] cost allocated to irrigation will be repaid from power revenues. 

5 The base system total supports the cost data given in answer to question 4 (1). In addition, for the base 
system the required capita! cost for the transmission system upon completion of the base system is estimated 
at $538 million. 
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Observed runoff of Snake River at Oxbow, Oreg. (inflow to Hells Canyon) during 
period Apr. 16 to Aug. 15, years 1924 to 1953, inclusive 




















| Runoff during period in excess of daily average of— 

| Total runoff 

| during 2,000 second-feet 5,000 second-feet 

Year period ai Ne 
| (1,000 acre- | | x 
feet) aisle | verage at Average 

| ee re- | daily — re daily 

second-feet second-feet 

| | | 
oc mince wewigleie diinacniny apundiial | 2, 259. 1 1, 775.1 7, 340 | 1,049.1 | 4, 340 
Pith nsqectchadedatiodabeaumited 6, 860. 4 6, 376. 5 26, 350 | 5, 650. 6 23, 350 
lil snhininiddedadieiehinadababe 2, 534. 1 2,050. 1 | 8, 470 1, 324. 2 | 5, 470 
Bi Mitoncabinteccteitncuedans 7, 933.0 7, 449.0 30, 780 6, 723. 1 | 27, 780 
NEIEE «esc amigcs Meee ion nn eae athe 6, 835.7 6, 351.7 26, 250 | 5, 625, 8 | 23, 250 
EAs lininccacndibeietecee ns imnal { 4,012.3 3, 528.3 14, 580 | 2, 802. 4 | 11, 580 
AE 6. dikes co anbebiiniGmada same } 2, 972.9 2, 489. 0 10, 280 | 1, 763. 0 7, 290 
i cikiadcdws ectxGuliiedwonsentemm | 2, 207.9 1, 723.9 7, 120 998.0 | 4, 120 
BEIGE: whancesensiianswaceddds 5, 354.9 4, 870.9 20, 130 | 4, 145.0 | 7, 130 
rst 1s. < 5h eI eonebene 4, 571.2 4, 087.3 16, 890 | 3, 361.3 | 13, 890 
id pstncnasee saltidiainisanaians Caine 2, 382.9 1, 899. 0 7, 850 | 1, 173.0 4, 850 
Dk s tnncccicphtinamcdsssohenm 3, 485. 5 3, 001. 6 12, 400 2, 275. 6 | 9, 400 
DA pennssctddetbuadcsutSeunnm 6, 077. 2 5, 593. 2 23, 110 | 4, 867.3 | 20, 110 
DE iekwdoccsscucmetiasiactosknan 3, 463.5 2, 979.5 12, 310 2, 253. 5 9, 310 
sits x:0kx sdduineiie ethos coin 8, 201. 6 7, 717.6 31, 890 | 6, 991.7 | 28, 890 
cd cs soci coe tein one:soc irda 3, 224.9 2, 740.9 11, 330 2,015.0 8, 330 
Dias d msn ci te'vseecdinaaimatate acahitieaal 3, 832.9 3, 349.0 13, 840 2, 623.0 | 10, 840 
SSRI Re eh ee a> 3, 964. 5 3, 480. 5 14, 380 2, 754.5 11, 380 
iis didi skeet aeigecn ann sme 5, 539. 8 5, 055. 8 20, 890 4, 329.8 17, 890 
DE Wis cishtnie ot cuaiinieibes&h eo aaigel 9, 086. 5 8, 602. 5 35, 550 | 7, 876. 6 | 32, 550 
BR bite ns ccccdadamgcesnscnscae 4, 039. 2 3, 555, 2 14, 690 2, 829.3 11, 690 
Pits <cunase digudnigekwa~cdkqent 5, 629.0 5, 145.0 21, 260 4, 419.0 18, 260 
1946. Sic ian one <niaiin 6, 321.9 5, 837.9 24, 130 5, 112.0 21, 130 
TET acts. wtve 6acsuieoahe adam etedae anes 5, 095. 9 4,611.9 19, 060 3, 886.0 | 16, 060 
DNs cntnwekamonmamhehen dbase 6, 113.7 5, 629. 7 23, 260 | 4, 903. 7 20, 260 
Bis 6d vnisssisc agit eee 4, 465. 6 3, 981.6 16, 450 3, 255. 7 13, 450 
Bia 5 si digit d cm cacalpclaae as Sethiomacaie 6, 252. 4 5, 768. 4 23, 840 | 5, 042.4 20, 840 
| RE Re A AIS Be 6, 219. 6 5, 735. 7 23, 700 | 5, 009. 7 20, 700 
i itcts nin dak ccanbied ae saapi theta 9, 227.1 8, 743. 2 36, 130 8, 017. 2 33, 130 
Biss 55 cenes etiieteadahesinabel 5, 998. 1 5, 514.1 22, 790 | 4, 788. 2 19, 790 

1 








Source: Discharge data are from U. S. Geological Survey records. Data for 1952 and 1953 are provisional 
and subject to revision. BPA—Branch of System Operations and Power Resources, Aug. 9, 1955. 
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Observed runoff of Snake River at Oxbow, Oreg. (inflow to Hells Canyon) during 
period Apr. 16 to Sept. 15, years 1924 to 1953, inclusive 


Runoff during period in excess of daily average of— 





Total runoff 

















during 2,000 second-feet 5,000 second-feet 
Year period ——— ee : ; Be a” 
(1,000 acre- 
feet) ites Average anre. | Average 
ne re daily ss re daily 
second-feet second-feet 

1924... - abidadaitiediecigon 2, 619. 3 | 2, 012.3 6, 630 1, 101.9 | 3, 630 
1005_...- cia ; 7, 388.9 6, 781.9 | 22, 350 5, 871.5 | 19, 350 
1926. - 2, 949. 0 2, 342. 0 | 7, 720 1, 431.6 | 4, 720 
1927... data : 8, 501. 4 7, 894. 5 | 26, 010 6, 984. 1 | 23, 010 
1928___ coded beats 7, 348.6 | 6, 741.7 | 22, 220 5, 831.3 | 19, 220 
1929 _ 4, 503. 3 3, 896. 4 12, 840 2, 986. 0 | 9, 840 
1930__ - ; 3, 493. 1 | 2, 886. 2 9, 510 1, 975. 8 | 6, 510 
ei occ : ; iti 2, 650. 4 | 2, 043. 5 | 6, 750 1, 133.1 | 3, 730 
1932... ‘odawel dnd asomtl 5, 880. 3 5, 273. 4 17, 380 | 4, 363.0 | 14, 380 
1933... 5, 117.5 | 4,510.6 14, 860 | 3, 600.2 | 11, 860 
OM ee a 2, 850. 4 | 2, 243. 5 | 7, 390 1, 333.1 | 4, 390 
1935... socsedbs ak hlishdiod = sania 3. 985.8 3, 378.9 11, 130 2, 468. 4 | 8, 130 
a a en 6, 638. 9 6, 031.9 19, 880 5,121.5 16, 880 
aes 4, 003.8 3, 396. 9 11, 190 2, 486. 5 | 8, 190 
a iste nce anceent Rg 8, 785. 6 8, 178. 6 | 26, 950 | 7, 268. 2 | 23, 950 
iiss. i ihintonetn’ ‘ e 3, 781. 2 3, 174.3 | 10, 460 2, 263.9 | 7, 460 
1940__ 4, 617.7 4,010.7 13, 220 3, 100.3 | 10, 220 
th cakicc dot delbaaennnes 4, 630. 7 4, 023. 7 13, 260 3, 113.3 | 10, 260 
RN el i ‘ 6, 174. 6 | 5, 567. 6 | 18, 350 4, 657. 2 15, 350 
anne . oie ee 9, 773. 4 | 9, 166. 4 30, 210 8, 256.0 | 27, 200 
ie Re i a cid nl 4, 652. 4 4, 045.5 13, 330 3, 135.1 10, 330 j 
1945___ . phibdud 6, 270. 6 | 5, 663. 7 18, 660 | 4, 753.3 15, 660 : 
ks cchss espe Nid ataieds assntbis 6, 998. 6 6, 391.7 21, 060 | 5, 481.3 | 18, 060 
i cian a Tle at js 5, 766. 6 5, 159.7 | 17, 000 | 4, 249. 2 14, 000 
OSS a 6, 783.3 6, 176.3 | 20, 350 | 5, 265. 9 | 17, 350 
1949___ stint io alee gE ate acts ts cll 5, 142.3 4, 535. 4 14, 950 3, 625. 0 | 11, 940 
RE i matin = cuties nacedasieell 6, 968. 6 6, 361. 6 | 20, 960 | 5, 451. 2 17, 960 
a 5 abe a 6, 977.7 | 6, 370. 8 20, 990 5, 460. 4 | 17, 990 
RT eee Gee 10, 002. 9 9, 395.9 30, 960 8, 485.5 | 27, 960 
ce eh ee ee 6, 744.7 6, 137.7 20, 230 5, 227.3 | 17, 220 


Source: Discharge data are from U.S. Geological Survey records. Data for 1952 and 1953 are provisional 
and subject to revision. BPA—Branch of System Operations and Power Resources, Aug. 9, 1955. 


Bonneville Power Administration contracts with private concerns (no withdrawal 














provisions) 
| | 
lan | | Average 
|} Contract | in 
| é a ae whe Contract cost, 1954 
Customer | number Effective Expiration ldemand (in| (in mills 
umn date date | kilowatts) | per kilo- 
) watt-hour) 
—-. eee fae eS -| — —— TER Mitigtia 
Aluminum Company of America: | 
a ca mtnuini 8145 | May 22,1951 | May 22,1971 120, 000 2. 03 
J | Ars 8153 | Oct. 30,1951 | Oct. 30,1971 | 136, 000 2.01 
Anaconda Aluminum Co_.___------ 11340 | Feb. 21,1955 | Feb. 21,1975 | 8 eee : 
Carborundum Co---.- es 10712 | Dec. 31,1953 | Jan. 15, 1974 | 18, 720 2.12 
Crown Zellerbach Corp-.---- : 5433 | Dec. 18,1947 | Dec. 18, 1967 | 13, 000 2. 28 
Electro-Metallurgical Co 2199 | May 29,1941 | May 29, 1961 | 7, 500 2.10 
Hanna Nickel Smelting Co-- : 10948 | June 30,1953 | June 30,1973 65, 000 2. 50 
Harvey Machine Co-.--. 9938 | Jam. 27,1953 | Jan. 27,1973 | 40, 000 (4) 
Kaiser Aluminum «& Chemical | | 
Corp.: 
Trentwood_. aks “3 s 10596 | Sept. 30,1953 | Sept. 30, 1973 | 35, 000 2.61 
BN 5 cecanbci acne 10597 .do-. do 189, 000 2. 02 
Tacoma_-. ; ee 10698 do ee 50, 000 2. 03 
Keokuk Electro-Metals Co-__-- 11159 | July 26,1953 | July 26, 1973 | 7, 300 2. 32 
Pacific Carbide & Alloys Co--.- ; 11499 | June 30,1953 | June 30, 1973 3, 250 2.35 
Pacific Northwest Alloys Co : 6085 | Nov. 15,1948 | Nov. 15, 1958 13, 000 2.74 
Pennsylvania Salt Manufacturing 
Co ea peniaey F 6868 | Feb. 3,1949 | Feb. 3, 1969 | 13, 600 | 2. 02 
Rayonier Corp PEER E Re 5898 | Oct. 14,1948 | Oct. 14, 1968 2, 300 | 2.18 
Reynolds Metals Co.: | 
ee, , ‘ | 7505 | Oct. 2,1950 | Oct. 2, 1970 60, 000 | 2.01 
Troutdale __- 7506 __.do _do 142, 100 | 2.00 
Victor Chemical Works ae | 11465 | Aug. 31,1953 | Aug. 31, 1973 31, 050 | 2. 24 


1 No service to date. 


Source: Bonneville Power Administration, BG, Aug. 2, 1955. 
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Exuisit G 
LETTER FROM LYNN CRANDALL 


DEPARTMENT OF THE INTERIOR, 
GEOLOGICAL SURVEY, 
SurFacE WaTeR BRANCH, 
Idaho Falls, Idaho, July 27, 1955 
Mr. Frep G. AANDARL, 
Assistant Secretary of the Interior, 
Washington 25, D. C. 

Dear Mr. AANDAHL: In reply to yours of the 26th instant, relative to ques- 
tions about the Hells Canyon project asked in the letter from Congressma 
A. L. Miller, my testimony was limited to future upstream depletion for irrigatio: 
of new lands and its effect on the future water supply. 

According to my report filed with the committee I estimated that there would 
be an additional 1,300,000 acres of new land irrigated upstream from Hells Canyo: 
from 1947 to the end of the 50-year payout period for Hells Canyon in the year 
2010. The losses to streamflow from such irrigation, plus evaporation losses on 
new reservoirs, plus increased supplemental use for lands now irrigated, | esti- 
mated would amount to 2,740,000 acre-feet annually by the year 2010 and would 
amount to 1,650,000 acre-feet annually by 1985, the midpoint of the Hells Canyor 
payout period. 

Records presented in Mr. Riter’s report to the committee showed that the 
average annual runoff of Snake River at the Hells Canyon Dam site was 13,600,000 
acre-feet for the period of record 1911-53, and was 11,800,000 acre-feet for the 
years 1929-48. ° 

Very truly yours, 
LyNN CRANDALL, District Enginee 


Exuisir H 
LETTER FROM R. P. PARRY, COUNSEL, IDAHO POWER CO. 


Twin Fauts, Ipano, October 10, 1955 
Hon. A, L. MILuer, 
Member of Congress, House Office Building, 
Washington, D. C. 


Dear Str: In accordance with your telegram of September 29, 1955, I have 
reviewed the letters of August 11, 1955, from Mr. Earl D. Ostrander, Director of 
Administrative Management, Bonneville Power Administration, addressed to 
Assistant Secretary Aandahl; and letter dated August 15, 1955, signed by Messrs. 
Puls, Hoisington, and Riter of the Bureau of Reclamation, also addressed to the 
Assistant Secretary, which purport to answer questions submitted by you in your 
letter of July 18 to the Secretary of the Interior. 

Much of the material in these letters is of doubtful value. A detailed discussion 
of the many questionable assumptions and conclusions would make my comments 
unduly long. At the very least there are two glaring and fundamental deficiencies 
which vitiate substantially all of the answers. These are: 

(1) The comments of the engineers with respect to the Morrison-Knudsen 
(and also Idaho Power Co.) total estimate of $133 million for the 3-dam 
project, reveals such an appalling ignorance as to the matters actually in- 
cluded in the estimate, and its comprehensiveness, as to affront intelligence. 
Due either to negligence, or a deliberate intent not to examine the Morrison- 
Knudsen estimate (or the extensive testimony and cross-examination con- 
cerning it in the Federal Power Commission hearing record), a completely 
inaccurate characterization of this estimate is given at the outset of the 
engineers’ letter. If their failure or unwillingness to examine this readily 
available estimate is indicative of the character of the other work reflected 
in the letter, then the whole must fall. 

(2) The basic cost estimates used by Mr. Ostrander in his computations 
are so completely unrealistic as to render his conclusions invalid. He used 
(a) an unsupportable cost figure for a dam which was apparently pulled out 
of the air by Mr. Hoisington, and one which has never been shown to have 
any Official standing, and (6) uses a figure for transmission lines which is 

inconsistent with other figures heretofore given in that respect. 
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1. Each of the above basic deficiencies will be discussed separately, and first, 
the completely incredulous statement that the engineering witnesses ‘‘do not know” 
(letter, p. 1) what the total company and Morrison-Knudsen estimate of $133 
million included. This plea of ignorance is accompanied by the intimation that 
this estimate is only 46.4 percent of the total cost of the projects (letter, p. 1), 
and the additional statement (letter, p. 13) that ‘‘it is suspected” that this amount 
included only “‘construction,”’ and not equipment, right-of-way costs, and other 
costs, and, finally, the completely unbelievable statement (letter, p. 13) that the 
estimate of $133 million in reality meant the total cost of the 3-dam project would 
be $311,220,000. 

The implication of these statements is that these engineers are charging that the 
Morrison-Knudsen Co., and particularly Mr. Williams, its vice president in charge 
of dams and hydroelectric construction, testified falsely under oath to the Federal 
Power Commission, and also deliberately misled both the Senate Subcommittee 
on Irrigation and Reclamation of the Committee on Interior and Insular Affairs 
and the House Subcommittee on Irrigation and Reclamation of the Committee on 
Interior and Insular Affairs. For Mr. Williams testified before all three of these 
bodies (and under oath, and under intensive cross-examination by expert staff 
counsel in his Federal Power Commission appearance) that the estimate of $133 
million total cost of the 3-dam project included everything; that under his offer 
the contracting company would pay all expenses of right-of-way, turbines, genera- 
tors, and electric equipment, costs of right-of-way, and every conceivable cost, 
even including interest during construction, and turn the whole project over as 
a going concern—a so-called turnkey contract—for this price. 

This offer of the Morrison-Knudsen Co. was based upon a detailed estimate 
which was introduced in evidence in the Federal Power Commission as exhibit 45— 
a lengthy document of 42 pages—showing item by item everything included in the 
estimate, and particularly specifying all of the items which these Bureau engineers 
now pretend to believe were not included therein. Mr. Williams gave his original 
testimony as to his estimate of the cost of the 3-dam project and their offer to 
build it in July 1953 (Federal Power Commission transcript, pp. 1654-1687). 
He was cross-examined with respect to this in July 1953 by expert counsel for the 
Federal Power Commission staff and by counsel for the proponents of the high 
Hells Canyon Dam. He repeated his estimate that this was a fair and reasonable 
cost for the project before the Federal Power Commission in June 29, 1954 (FPC 
transcript, p. 18236), and again was cross-examined by staff counsel and inter- 
venors counsel (FPC transcript, pp. 18375-18388; 18434-18435). 

If there was one fact which was preeminent and known to everybody having 
the remotest connection with the Federal Power Commission proceedings it was 
that Morrison-Knudsen Co. had estimated the complete cost of the project 
including everything, to be in the order of $133 million. It was widely discussed 
by everyone connected with the hearing. It was a matter of common knowledge. 
It was given wide publicity in all of the public press, particularly of the West 
where these Bureau engineers live. Copies of all exhibits and of the daily tran- 
scripts were regularly furnished to the Department of the Interior and Bureau 
of Reclamation. 

These three engineers all had an intimate connection with the Federal Power 
Commission and with the controversy there pending; namely, the comparative 
cost of the three-dam project and the high dam. All three of the engineers 
signing this letter were in and about the hearing rooms of the Federal Power 
Commission in Washington, D. C., on numerous occasions during the proceed- 
ings and each of them testified therein. All three of the engineers testified in 
the proceedings in January of 1954, and returned again to the hearings later 
for cross-examination and redirect testimony. Individually and collectively they 
had a close connection with the proceedings, and particularly with the question 
of the relative cost of the projects as computed by the Idaho Power Co. and 
Morrison-Knudsen on the one hand and the Bureau of Reclamation on the other. 

It passes belief that any engineers who had the direct interest that these men 
had in the proceedings would deliberately close their eyes to the extent and 
character of the Morrison-Knudsen estimate and be bold enough to make the 
statement, even after the hearings had been concluded, that this was only a 
partial estimate and included less than half of the cost of the project. But the 
thing that makes it beyond credulity is the fact that all-of these men appeared 
at different times as witnesses at the Federal Power Commission proceedings 
and were present at the hearing rooms on many days and were in fact so situated 
that their present plea of ignorance offends intelligence. Not only this, but they 
cannot fail to acknowledge their familiarity with the testimony of Mr. Williams 
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before the Senate committee in May of 1955 (hearings before Subcommittee on 
Irrigation and Reclamation of the Committee on Interior and Insular Affairs, 
U. 8. Senate, 84th Cong., Ist sess., on S. 1333, Apr. 4, 5, and 6, and May 2, 3, 
4, 5, and 6, 1955). 

Here Mr. Williams testified (above hearing record, p. 699) in answer to a 
direct question from Senator Jackson that his offer was ‘‘to build all three of 
them on a turnkey basis for $133 million’’ and again (same record, p. 700) in 
reply to a question from the same Senator that this was ‘‘a complete engineering 
estimate on those three dams.’’ In response to questioning from Senator Wat- 
kins he stated (same hearing record, p. 701) that the cost of the high dam was 
$356 million ‘‘as compared with $133 million’ for the 3 dams. All three of the 
engineers signing the letter were present and testified as witnesses at this Senate 
hearing in May 1955 and the printed record was available to them prior to the 
time of their letters answering your questions. 

Again, Mr. Williams testified at the hearing before your House Subcommittee 
on Irrigation and Reclamation on July 15, 1955. He there testified as to the 
details to which his company had gone in checking and rechecking their estimates 
of the three-dam project (typewritten transcript, pp. 236-237) and in his testi- 
mony stated (typewritten transcript, p. 237): 

“To make this clear, our company is willing to enter into a firm and unquali- 
fied ‘‘turnkey”’ contract to build these projects, and turn them over as complete 
and going plants for $133 million.” 

Again, the three engineer witnesses signing this letter were present and testi- 
fied at the hearing before your subcommittee. 

In the light of this record, statements, as made in their letter to you, that the 
Morrison-Knudsen estimate was not a complete estimate of the price of the three- 
dam project, but was in reality less than half the cost, could only result in mis- 
leading any uninformed person reading the letter. At best, it would seem to 
show a bias and prejudice on the part of the writers of the letter, which would cast 
a strong light of doubt upon all of the other matters purported to be set forth 
therein. If their bias is so great, then it would seem that the letter is argumenta- 
tive, and of a propaganda nature, rather than an objective engineering presenta- 
tion. 

2. The basic cost figure used by Mr. Ostrander in his letter of August 11 has 
not been shown to have any official standing and is contrary to and inconsistent 
with other Bureau of Reclamation estimates. There is an approximate $70 
million discrepancy between this figure so casually selected and used by Mr. 
Ostrander and the best supported true-cost figure of the high dam. 

The only cost figure which has been given by a Bureau witness under oath, and 
at a hearing where the witness was subjected to close cross-examination by com- 
petent and experienced counsel, was given by the Bureau Chief Cost Expert, Mr. 
Hoisington, as a basic figure of approximately $356 million, as of January 1952. 
This was at the Federal Power Commission hearings on the Idaho Power Co. 
Hells Canyon license applications, where Mr. Hoisington appeared as a witness 
for the Bureau of Reclamation, and testified under oath (transcript vol. 77, p. 
9787) that, as appeared from Bureau of Reclamation records, the $356,810,000 
estimate would in addition have to be increased about 4 percent in order to bring 
it up to then current price levels. Accordingly, Mr. Wilfred Froggatt, an engi- 
neer representing the Federal Power Commission, testified (vol. 133, p. 16239) 
that on this basis the cost of the Hells Canyon Dam (using Hoisington’s and 
Riter’s figures adjusted to reflect July 1953 prices and including interest during 
construction) would be $399 million. 

In the light of the entire record, no figure lower than $399 million can be used in 
making any realistic analysis of the cost of power from the high Hells Canyon 
Dam—and even this does not include transmission costs. The use, in the letter 
to you, of an unofficial figure $70 million lower which, as will be pointed out later, 
was never justified or defended in any substantial or specific respect vitiates all of 
the Ostrander cost figures. 

At the 1955 Senate and House subcommittee hearings on the Hells Canyon bills, 
Mr. Hoisington stated that because of price level decreases to April 1955 prices, 
there would be approximately a 1-percent decline in overall estimated cost, 
bringing his former basic figure of $356,810,000 estimate down to $353,740,000 
(again exclusive of interest during construction, fish facilities, and without trans- 
mission or substations). 

This testimony was given at the morning session and in justifying it the witness 
Hoisington told Senator Anderson that “turbines and generators are up slightly. 
Power features are up * * *” (printed record hearing on 8. 1333, p. 428), and 
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further, referring to his figure so adjusted by 1 percent, that “This is a reasonable 
estimate’’ (printed record, 8S. 1333, p. 429). And he specifically informed Senator 
Watkins (printed record, p. 431) that ‘‘We have included in this $59 million figure 
all of the engineering, investigations, and general expense items that we feel will 
be charged to the job,”’ as a part of his explanation that their costs were correct 
and included overhead costs in an adequate amount. 

In the afternoon of the same day, we find the same witness after referring to 
Hungry Horse Dam, stating: ‘“‘Based on my experience there, I would reduce” 
the costs (printed record, p. 478) and then coming up with a figure of $308 million 
or a reduction of about $45 million. He did not then, nor has he ever, stated that 
this casually offered personal figure had been approved by anyone other than 
himself, that it was an official Bureau of Reclamation figure, or that it had any 
official status. Nor did he at any time give any explanation of the figure except 
that it was based on some unspecified and unknown experience at Hungry Horse 
Dam. In a filed statement at the hearing before the House subcommittee, we 
find this reduction justified by the witness arbitrarily deducting over $17 million 
from “investigations, engineering, and general expense’’ costs and over $12 million 
from the cost of turbines and generators, accessory electric equipment, and 
miscellaneous and powerplant equipment. These deductions being both unex- 
plained and contrary to his own specific responses to senatorial inquiry on the 
morning of May 2, 1955, it is this unsupported offhand figure which Mr. Ostrander 
now uses—resulting in a reduction in his purported basic cost of $45,268,000, or 
approximately 13 percent. 

Further indication as to the absurdity of this fantastically low figure used by 
Ostrander is the fact that as far back as 1943, in the Bureau of Reclamation 
report on the Columbia River (8lst Cong., 2d sess., H. Doc. 473, vol. 2, pp. 181, 
182) the Bureau’s estimate of the cost of the Hells Canyon Dam, based on 1943 
price levels, was $313,660,000. The latter estimate was subsequently revised, 
and brought up to January 1952 price levels, resulting in an estimated cost of 
$356,810,000 (exclusive of fish facilities, interest during construction, and with- 
out transmission lines or substation equipment). This figure appears at page 354 
of the 1952 House subcommittee hearings on H. R. 5743 (82d Cong., 2d sess., 
serial 20). It also appears in the tabulation submitted with the statement of 
Mr. Hoisington, Bureau estimator, at the 1955 House subcommittee hearing on 
the Hells Canyon bills, as well as at page 428 of the printed transcript of the 
Senate subcommittee hearing on 8S. 1333. 

In view of this new sudden and startling reduction in the Hells Canyon esti- 
mate, the matter of construction cost trends is of interest. I refer to the Handy- 
Whitman Index of Public Utility Construction Costs (bull. 61, to January 1, 1955, 
tables 15 and 18). This index is based on cost trends, using the year 1911 as 
100. The index for hydro construction and equipment is as follows: 








Jan. 1, 1952 Jan. 1, 1953 Jan. 1, 1954 Jan. 1, 1955 











Plateau division (Idaho) ............--------- 407 425 441 453 
Pacific division (Oregon) .-.-.-.-.-..-------- 435 444 | 470 486 





It thus appears that since January 1, 1952—as of which the estimate of 
$356,810,000 was prepared—there has been a steady overall increase in hydro 
construction costs and prices, particularly in the Plateau and Pacific Divisions 
where the Hells Canyon Dam would be located. 

Mr. Hoisington’s reliance on ‘“‘Hungry Horse experience’’ also warrants some 
further comment. At the Senate hearings on 8. 1333 (p. 696), on May 6, 1955, 
Mr. Bernard Williams, vice presideft of Morrison-Knudsen Co. which partici- 
pated in the construction of Hungry Horse, testified that any application of unit 
prices at Hungry Horse to the rugged Hells Canyon Dam ‘‘would be unrealistic, 
to say the least. They are in no way comparable’’; that access along to the power- 
house at Hells Canyon would cost more than the construction of the Hungry 
Horse powerhouse itself; that the construction problems at the Bureau’s proposed 
Hells Canyon site make it one of the least desirable sites in this stretch of the 
river; and that their own studies and estimates show that the cost of the project 
would be at least as much as that estimated by the Bureau, $356 million. 

Further, with regard to Hungry Horse, the record shows (Analysis of Cost 
Increases, etc., of Reclamation Projects, p. 11, USBR) that the project was begun 
in 1947. Congressional authorization had been obtained in 1944 following cost 
estimates of $39 million by the Corps of Engineers and $48 million by the Bureau 
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of Reclamation. These original estimates were for a somewhat smaller dam, In 
1947, however, when work was started—some 3 years after congressional authori- 
zations had been obtained on the basis of the former estimates—the Bureau’s 
estimate had increased from the authorization estimate of $48,319,000 (which 
had been for a dam 500 feet high) to nearly double that amount, $93,500,000 
(for a dam 520 feet high). 

The subsequent history of the Hungry Horse construction is also of interest. 
In spite of structural and engineering modifications during construction, which 
were estimated to have decreased the construction cost by $5,410,000, the overall 
project cost estimate by 1954 had increased by almost $10 million, to $102,900,000, 
and, of this increase, $1,200,000 is labeled in the USBR report as being due to 
“Tnadequacies of estimates,’’ and $2,190,000 due to ‘‘Unforeseen conditions.”’ 

The Bureau’s ‘“‘experience at Hungry Horse’’ was not unusual. I refer to the 
committee print for the Committee on Interior and Insular Affairs of the House of 
Representatives in 1952, entitled, “Construction Costs and Repayment on Federal 
Reclamation Projects,”’ page 2, table 1. There follows a comparison of a few of 
the original estimated project costs upon which congressional project authoriza- 
tions were obtained, with the actual final costs of these projects: 

Belle Fourche, original estimated cost, at the time construction was 
approved $2,100,000; actual final cost, $4,658,000. Arrowrock Dam, esti- 
mate $11 million; actual $16,734,902. Anderson Ranch Dam, estimate 
$13,100,000; actual $29,479,000. Hoover Dam, estimate $126 million; 
actual $173 million. Central Valley, estimate $170 million; and the actual 
cost has already run $342 million, with all the additions to the project, and 
with still another $325 million or more still to go. Colorado-Big Thompson, 
original estimate $31 million; present estimate $158 million; North Platte, 
estimate $2,516,000; actual $19,283,000, with another additional 744 million 
for what is called rehabilitation and betterment. 

It is, of course, recognized that some projects were enlarged, plans were changed, 
and prices and construction costs increased during the construction period. The 
overall record, nevertheless, shows many instances of costs exceeding estimates. 
I refer to the Bureau of Reclamation’s Analysis of Cost Increases, Authorizations 
and Benefits of Reclamation Projects, transmitted by the Assistant Commissioner 
of Reclamation to the Secretary of the Interior on May 5, 1953. In this report 
the Bureau analyzed the various causes of the tremendous increases of actual 
project costs, over and above the cost estimates presented to Congress when 
project authorizations were obtained. For all projects other than the Missouri 
River Basin project, the total amount of the increases of cost estimates subsequent 
to authorization was $758,635,095. Of this amount, $134,583,408 was due to 
“Tnadequacies of estimates,’’ and another $52,837,631 to which was labeled 
“‘Unforeseen conditions.’”’ In the Missouri Basin project alone, $99,328,057 was 
found to be due to. “‘Inadequacies of estimates.” 

The Bureau of Reclamation’s Analysis of Cost Increases, Autherizetions and 
Benefits.of Reclamation Projects (p. 7) defines what 1s meant by ‘‘Inadequacies 
of estimates’’ as follows: 

Inadequacies of estimates. These include omissions or inacc.racies in 
project estimates at the time of project authorization or reauthorization, due 
to incomplete or inaccurate planning or investigation data or analyses. This 
category also includes changes due to revisions covering essential work or 
facilities for which provisions were not adequately made and revisions to 
include the cost of replacement of existing protective works which were not 
previously considered. 

On the entire record—the myth of any “experience at Hungry Horse,” justifying 
lower estimates (as shown by the testimony of a recognized construction expert, 
Mr. Williams) ; the continuing higher trend in construction costs; and the Bureau’s 
past estimating record—it is clear that little weight can be given to Mr. Hoising- 
ton’s reduced cost figure for the Hells Canyon Dam of $308,472,000, or the overall 
figure of $327,611,000 assumed by Mr. Ostrander for the purposes of his reply to 
Congressman Miller’s questions. Nor is.there anything in all the voluminous 
material now available to the Congress that Would warrant the adoption of any 
overall cost figure for the Government dam at Hells Canyon less than that tes- 
tified to by Mr. Froggatt at the Federal Power Commission hearings, namely, 
$399 million. Accordingly, as mentioned earlier herein, since this tremendous 
error of necessity carries through, and is increasingly magnified, in all of Mr. 
Ostrander’s subsequent power-cost studies, these studies are of no value in fairly 
comparing the three-dam project and the high dam, and give misleading figures 
as to the cost of power from the high dam. 
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Further question is raised as to Mr. Ostrander’s cost studies when we note that 
he added only $68,210,000 for transmission (letter, p. 7), as compared with the 
Bureau’s transmission cost estimates of $120 million in House Document 473, 
and the more recent $144,274,000 estimate for transmission lines referred to by 
Senator Morse at page 453 of the printed transcript of the 1955 Senate subcom- 
mittee hearings. he value of the material submitted is, of course, no greater 
than the validity of the assumptions and computations which are its foundation. 

I refer also to the answers given in both letters to question 3 (b) propounded by 
Congressman Miller, in which he specifically asked for the “amount of electric 
energy which would be generated at Hells Canyon and at downstream plants by 
released storage water’’ from the high Hells Canyon Dam. It is noted that neither 
letter supplies the information requested, but rather purports to answer the ques- 
tion in terms of ‘“‘prime power.’’ Prime power, of course, is a factor to be con- 
sidered. However, other bases of analysis are equally important, and energy 
production, as requested by you, has been a standard measure of value for a hydro- 
plant for many years, and has been used by the Bureau of Reclamation in many of 
their own project studies. 

Mr. Ostrander, after citing his prime power computation, stated that, ‘“‘in an 
effort to answer more directly the precise questions it is our estimate’’ that the 
at-site generation at Hells Canyon would average 5,185 million kilowatt-hours 
per year. The basis for this result is not given, but I find that it is in reasonable 
agreement with an average (5,067 million kilowatt-hours) of 3 estimates sub- 
mitted by Mr. Riter in table 5, p. 452, of the 1955 Senate subcommittee hearing 
record on 8. 1333. 

Mr. Ostrander’s answer then goes on to state that the estimated additional 
generation “at other plants in the system attributable to” Hells Canyon would 
average 2,825 million kilowatt-hours per year. Incidentally, this again does not 
answer your question as it is not based upon generation at downstream plants, as 
requested, but upon utilizing the generation from various plants “in the system”’ 
other than those located downstream from Hells Canyon. 

Be that as it may, there is a great discrepancy between Mr. Ostrander’s and 
Mr. Riter’s downstream generation estimates. Mr. Ostrander credits Hells 
Canyon with 2,825 million kilowatt-hours under his case A, which is based 
only upon 3 downstream plants (McNary, The Dalles, ard Bonneville), while 
Mr. Riter (S. 1333 hearing, p. 452) shows a maximum of only 1,300 million 
kilowatt-hours, based upon the assumption of all 8 authorized downstream 
plants, with a minimum of only 670 million kilowatt-hours when future depletion 
in streamflow is taken into consideration. Furthermore, Mr. Ostrander indicates 
that under his case B and case C assumptions, the downstream energy values that 
he would attribute to Hells Canyon would be higher still, which makes the dis- 
crepancy even worse. 

Ithough various other examples could be cited in addition to those mentioned 
above, the foregoing will indicate the nature of much of the data concerning the 
Hells Canyon project which has been submitted to both Senate and House sub- 
committees, and is now set out in answering your requests for further informatior , 
This whole presentation can only be evaluated in the light of numerous assump- 
tions and hypotheses (some of them so patently doubtful as to be of little value, 
and others unknown) upon the basis of which the stated conclusions were obtained 
and to evaluate each one would be a monumental task. But this seems unneces- 
sary since the glaring deficiencies mentioned herein indicate the fundamental and 
basic weakness of the arswers. 

Very truly yours, 


HELLS CANYON PROJECT, IDAHO-OREGON 


R. P. Parry, 


Exurisir I 
LETTER FROM HON. CLAIR ENGLE 


HovusE or REPRESENTATIVES, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C., August 29, 1956. 






Dr. Ernest 8. Grirrits, 
Director, Legislative Reference Service, 
Library of Congress, Washington, D. C. 
Dear Mr. Grirritx: The House Committee on Interior and Insular Affairs 
has pending before it legislation which would authorize construction by the 
Federal Government of a high dam in Hells Canyon of the Snake River, Idaho- 
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Oreg. This legislation has been reported by the Subcommittee on Irrigation 
and Reclamation and is pending before the full committee. 

I am advised that on July 27, 1955, the Federal Power Commission rendered 
decisions on certain applications pending before it, and on August 4, 1955, issued 
in connection therewith opinion No. 283, In the Matters of Idaho Power Co., 
Projects Nos. 1971, 2132, and 2133, accompanied by an order granting to the 
applicant licenses for the construction of the designated projects. 

The sequence of events relating to both the legislative process and the action 
of the Federal Power Commission as an administrative agency raises several 
questions with respect to future alternative procedures. I am, therefore, request- 
ing that the Legislative Reference Service, through the American Law Division, 
advise me on the following three specific questions: 

(1) What effect, if any, does the action of the Federal Power Commission 
have on the Hells Canyon legislation pending before the House Interior and 
ae Affairs Committee? 

Assuming an appeal to the Federal courts from the ruling and order 
of Ve Federal Power Commission, and final adjudication of the appeal 
upholding the ruling and order, what effect, if any, would such final adjudica- 
tion have on the Hells Canyon legislation now pending before the House 
committee? 

(3) Assuming an appeal to the courts from the ruling and order of the 
Federal Power Commission, and final adjudication upholding the ruling and 
order, what force and effect, if any, would any other legislation by the 
Congress have on such final adjudication by the courts? 

While the foregoing questions are intended to fully develop necessary back- 
ground information it would be entirely pre per if your office saw fit to enlarge 
upon any additional phase or phases inherent in the present situation not covered 
thereby. 

It will be appreciated if your reply to the foregoing can be transmitted to me 
before Congress reconvenes for the 2d session of the 84th Congress. 

Sincerely yours, 

Crarr Enawe, Chairman. 


ExuHiBit J 
LETTER FROM AMERICAN LAW DIVISION 


LIBRARY OF CONGRESS, 
Washington, D. C., September 26, 1955. 
To: Hon. Clair Engle. 

From: American Law Division. 

Subject: Hells Canyon Legislation. 

This memorandum is in response to three questions contained in your letter of 
August 29, 1955. Our answers are limited to the possible legal effect of further 
action by Congress pursuant to constitutional powers and case precedents. We 
intend to avoid commenting on policy matters. Thus limiting ourselves to the 
legal force or effect, we quote and reply to your questions as follows: 

(1) What effect, if any, does the action of the Federal Power Commission have on 
the Hells Canyon legislation pending before the House Interior and Insular 
Affairs Committees? 

We believe that the opinion and order of the Commission issuing the license 
will have no legal effect precluding further action on the Hells Canyon legislation 
pending before the House Interior and Insular Affairs Committee. See H. R. 
4719, 4730, 4739, and 4740, 84th Congress. Congress possesses and can invoke 
tremendous constitutional powers. The pending legislation could be said to 
involve a number of these powers, particularly the commerce (art. I, sec. 8, clause 
3) and general welfare clauses (art. I, sec. 8, clause 1). The fact that a prior Con- 
gress legislatively has exercised constitutional powers to create or establish a 
program such as the Federal Power Act (U. 8. C. 16: 79la et seq.), does not 
preclude future Congresses from exercising those same powers to change that 
program or create a new one in its place. The wisdom of such action is, of course 
to be decided by the Congress. 

It is true that sections 6 and 28 of the Federal Power Act (U. 8S. C. 16: 822) 
seem to suggest a different view. The right to alter, amend or repeal that act is 
expressly reserved in section 28, “‘but no such alteration, amendment, or repeal 
shall affect any license theretofore issued under the provisions of this Act, or the 
rights of any licensee thereunder.’’ Opinion No. 283 of the Commission ordered 
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the issuance of a license which, for the purpose of this memorandum, will be 
deemed to have been properly accepted by the Idaho Power Co. and therefore 
within the purview of the quoted clause of section 28. Further, section 6 (U. 8. C. 
16: 799) says that licenses may be revoked only for reasons, and in the manner 
prescribed by the act, and may be surrendered only by mutual agreement. The 
primary question is, of course, whether a previous Congress has so bound the 
present Congress in the exercise of its constitutional powers, that it cannot enact 
legislation which will revoke the license issued or otherwise affect vested rights 
acquired therein. We think the 84th Congress can revoke the license issued or 
otherwise affect vested rights acquired therein. 

The opinion adopted on July 27, 1955, by the Federal Power Commission 
stated its judgment ‘“‘that the United States should not undertake the development 
of the water resources of the Hells Canyon reach of the Snake River for public 
purposes” (opinion No. 283, p. 19). This judgment necessarily represents a 
determination under section 7 (b) (U.S. C. 16: 800 (b)) of.the Federal Power Act, 
which reads: 

““(b) Whenever, in the judgment of the Commission, the development of any 
water resources for public purposes should be undertaken by the United States 
itself, the Commission shall not approve any application for any project affecting 
such development, but shall cause to be made such examinations, surveys, reports, 
plans, and estimates of the cost of the proposed development as it may find 
necessary, and shall submit its findings to Congress with such recommendations 
as it may find appropriate concerning such development.”’ 

Our main problem, as we see it, primarily is to locate precedents and authority 
indicating whether or not Congress can overturn this judgment of the Commis- 
sion notwithstanding sections 6 and 28 and, assuming future litigation, whether 
that will change the basic answer. 

The power which the Commission exercised in its order issuing the license is 
largely one which Congress exercised directly prior to the enactment of the 
Federal water power laws and related legislation. In fact, one of the purposes of 
the Federal Water Power Act was to authorize the Federal Power Commission 
to license dams in navigable waters in lieu of action by Congress. Georgia Power 
Co. v. F. P. C. (1945) (152 F. 2d 908, 913). A short review of history will show 
what has happened, how the Federal Power Commission acquired its authority 
to issue a license to the Idaho Power Co. and the nature of that authority. 

A convenient starting point in the history of Federal water-power laws is 
section 7 of the Rivers and Harbors Act of September 19, 1890 (26 Stat. 426, 454). 
That section in general made it unlawful to build any structure in the navigable 
waters of the United States without the permission of the Secretary of War. 
Sections 9 and 10 of the Rivers and Harbors Act of March 3, 1899 (30 Stat. 1121, 
1151), required the consent of Congress for the construction of obstructions in 
navigable waters. According to House Report 61, 66th Congress on H. R. 3184, 
which became the Federal Water Power Act of June 10, 1920 (41 Stat. 1063), 
there was no further legislation until the General Dam Act of June 21, 1906 (31 
Stat. 386). This act required the consent of Congress before a dam could be 
constructed on a navigable stream, and it required approval of the specifications 
by the Secretary of War and the Chief of Engineers prior to the commencement 
of construction. 

Pursuant to this 1906 law Congress passed a special act in 1908 (H. R. 15444, 
60th Cong.) for the construction of a dam on an international boundary stream, 
the Rainy River. This special act, though complying with the provisions of the 
1906 law, was vetoed by President Theodore Roosevelt on April 13, 1908 (8. Doe. 
438, 60th Cong.). Among his objections were: (1) There was no provision for 
annulling the grant in case of failure to undertake and prosecute to completion 
within a given time the construction of the dam; (2) there was no provision for 
assuring the maximum development of navigation and power; (3) there was no 
license fee charge; and (4) there was no termination date on the grant. The 
President notified the Senate Committee on Commerce that thereafter he would 
sign no bill which failed to provide specifically for a charge and a definite time 
limitation of the rights conferred. Notwithstanding this message, Congress 
passed, on January 15, 1909, a bill (H. R. 17707, 60th Cong., 2d sess.) for the 
construction of a dam on the James River in Missouri which President Roosevelt 
promptly vetoed in a message restating the reasons given earlier, but adding 
another stipulation to the effect that the license should be forfeited upon proof 
that the licensee joined in any conspiracy or unlawful combination in restraint 
of trade (Congressional Record, 43: 978-980). 

According to the report these vetoes practically put an end to water power 
bills. Under the 1906 law, only 6 of 25 special bills were passed by Congress. 
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This situation impelled Congress to pass the General Dam Act of June 23, 1910 
(36 Stat. 593), which more or less incorporated the provisions of the 1906 law, 
but added the conditions insisted upon by President Roosevelt in his veto 
messages. Under this 1910 law there were 14 special acts passed by Congress 
authorizing dams but of these only two were completed and became working 
projects so that under the 2 acts a total of 9 dams developing 140,000 horsepower 
were built, an amount which the report said was quite inconsequential considering 
the enormous poss‘bilities of water power then available. 

Owing to the imperfections of the 1910 General Dam Act and the omission of a 
suitable recapture clause, efforts were made to enact further legislation which, 
while encouraging private enterprise and investment, would safeguard the public 
interest. These efforts in Congress, according to House Report 61, supra, were 
not coordinated and this situation persisted until 1917 when President Wilson 
presented a draft of a bill, prepared by a departmental committee, for com- 
prehensive water-power legislation. According to Secretary Houston, the 
exigencies of World War I brought to light defects of our national utilization of 
power which had not been fully realized. The power requirements of the country, 
he said, would not be met until water power was developed and tied in with steam 
plants located at the coal mining centers and operated in a great interstate system, 
The bill, he explained, proposed a method whereby the water powers of 
the country, wherever located, could be developed by public or private agencies 
under conditions which would give the necessary security to the capital invested 
and at the same time protect every legitimate public interest. He noted that this 
draft left the status of a licensee at the end of a license period unnecessarily 
indefinite and insecure. 

We do not believe it necessary to trace further the legislative history of H. R. 
3186, 66th Congress, which became the Federal Water Power Act (41 Stat. 1063). 
We do invite attention to the fact that the original Federal Power Commission 
created by the act was composed of the Secretaries of War, Interior, and Agri- 
culture. The act of June 23, 1930 (46 Stat. 797), reorganized the Commission, 
placing the power of appointment in the President, with the consent of the 
Senate. Under Reorganization Plan No. 9 of 1950 the power to designate the 
chairman was vested in the President and the chairman was made the principal 
executive and administrative officer. 

The power to issue licenses to construct dams on navigable rivers, which thus 
developed upon the Commission, accordingly was one which Congress earlier 
exercised directly by legislation and since has controlled or exercised directly at 
times. (See for example the Boulder Canyon Project Act, 45 Stat. 1057.) In 
fact in that important instance Congress temporarily withdrew certain licensing 
powers of the Federal Power Commission with respect to the Colorado River. 
(See id., sec. 6, and 44 Stat. 1456. See also, in this connection, the hearings of the 
Federal Power Commission * * * (1924), Library of Congress Classification 
No. TC425.C6A3 1924b on the application of James G. Girand of Arizona.) The 
basic power of determination thus is recognized as legislative in character (Okla- 
homa v. Guy F. Atkinson Co. (1941), 313 U. 8. 508, 527, and U. 8S. v. Appalachian 
Power Co. (1940), 311 U. S. 377, 424) and will be examined in the light of prece- 
dents applicable to the power of Congress legislatively to change the course of 
events notwithstandiug this opinion and order of the Commission and _ not- 
withstanding sections 6 and 28. 

Before discussing this point, we wish to state that the opinion of the Commis- 
sion appears to us to recognize this congressional power to effect a change legisla- 
tively. In discussing irrigation aspects, the Commission noted that none of the 
proposed developments would supply water for irrigation although the high Hells 
Canyon project could be related to irrigation by the use of power revenues to assist 
in the payment of irrigation costs. Said the Commission: ‘‘Whether irrigation 
should be subsidized and, if so, the method of subsidy is a matter for Congress to 
decide and not the Commission” (Opinion No. 283, p. 6). 

It is axiomatic that there can be no vested right in the continuance of an exist- 
ing law which absolutely precludes its change or repeal (Kast Hartford v. East 
Hartford Bridge Co. (1851), 10 How. 511, 534-536; Chicago and Alton R. R. Co. v. 
Tranbarger (1915), 238 U. 8. 67, 76; Collector v. Hubbard (1870), 12 Wall. 1, 14; 
Middleton v. Texas Power and Light Co. (1919), 249 U. S. 152, 163). Further, it 
is axiomatic that one legislature cannot abridge the power of a succeeding legis- 
lature (Seymour v. U. S. (1935), 77 F. 2d 577, 579; Wood v. Broom (1932), 281 
U.S. 1). Legislative power includes the power to amend existing laws in novel 
respects (Arizona Employers’ Liability Cases (1919), 250 U. S. 400, 419). An 
exercise of amendatory powers may be subject, of course, to constitutional require- 
ments such as just compensation, due process, etc. 








32 HELLS CANYON PROJECT, IDAHO-OREGON 


We need, at this point, to examine briefly some legal characteristics of licenses. 
Such rights as the Idaho Power Co. has acquired as a licensee are subject to all 
the terms and conditions of the license as well as terms, provisions, and limita- 
tions of applicable statutory and constitutional law. The license is subject, for 
example, to the proviso of section 14 of the Federal Power Act (U.S. C. 16: 807), 
“That the right of the United States * * * to take over, maintain, and operate 
any project licensed under this Act at any time by condemnation proceedings 
upon payment of just compensation is expressly reserved.”’ It is also subject to 
the direct application of the constitutional powers of Congress to regulate com- 
merce (art. I, sec. 8, clause 3), provide for the common defense and general wel- 
fare (art. I, sec. 8, clause 1), dispose of and make needful rules and regulations 
respecting the property of the United States (art. IV, sec. 3, clause 2), and make 
laws necessary to the execution of such powers (art. I, sec. 8, clause 18). 

It is said that the grant of a license, which is a privilege from the Government, 
can be justified only on the theory of resulting benefits to the public (Alabama 
Power Co. v. F. P. C. (1942), 128 F. 2d 280, 288-289; Northern States Power Co. 
v. F. P. C. (1941), 118 F. 2d 141, 144). License means permission or authority 
to do whatever it purports to authorize (Sinnot v. Davenport (1859), 22 How. 227, 
240; State Tonnage Tax Cases (1871), 12 Wall. 204, 215). It may be issued as an 
aid to regulation or it may be for revenue, and in both aspects it is the exercise of 
a governmental function. (See Allen v. Regents (1938), 304 U. 8. 439, 451, re- 
stating the principles established in South Carolina v. U. S. (1905), 199 U. 8. 437, 
457). Where Congress possesses constitutional power to regulate commerce, it 
may regulate by means of licenses as well as other modes and, in case of such regu- 
lation, a license will give the licensee only such rights as are authorized by its 
terms (License Tax Cases (1867), 5 Wall. 462, 470). What Congress determines 
to be in the public interest controls the licensing powers of the Federal Power 
Commission (Savannah River Electric Co. v. F. P. C. (1947), 1641. 2d 408). This 
determination is within the power of Congress to ‘“‘make all Laws necessary and 
proper for carrying into execution’’ the legislative and other powers vested by 
the Constitution in the Congress and in the Government of the United States and 
such a determination by one Congress cannot, as we have heretofore stated, pre- 
clude a different determination by a later Congress. 

The Supreme Court of the United States has held the Snake River to be a 
navigable stream at the boundary between the States of Idaho and Oregon (Scott 
v. Lattig (1913), 227 U. 8S. 229). In U.S. v. Appalachian Power Co., supra, 426- 
428, that Court states: 

“In our view it cannot properly be said that the constitutional power of the 
United States over its waters is limited to control for navigation. By navigation 
respondent means no more than operation of boats and improvement of the 
waterway itself. In truth the authority of the United Stated is the regulation of 
commerce on its waters. Navigability, in the sense just stated, is but a part of 
this whole. Flood protection, watershed development, recovery of the cost of im- 
provements through utilization of power are likewise parts of commerce control. As 
respondent soundly argues, the United States cannot by calling a project of its 
own ‘a multiple-purpose dam’ give to itself additional powers, but equally truly 
the respondent cannot, by seeking to use a navigable waterway for power gener- 
ation alone, avoid the authority of the Government over the stream. That au- 
thority is as broad as the needs of commerce. Waterpower development from 
dams in navigable streams is from the public’s standpoint a byproduct of the 
general use of the rivers for commerce. To this general power, the respondent 
must submit its single purpose of electrical production. The fact that the Com- 
mission is willing to give a license for a power dam only is of no significance in 
appraising the type of conditions allowable. It may well be that this portion of 
the river is not needed for navigation at this time. Or that the dam proposed 
may function satisfactorily with others, contemplated or intended. It may fit in 
as a part of the river development. The point is that navigable waters are subject 
to national planning and control in the broad regulation of commerce granted the 
Federal Government. The license conditions to which objection is made have an 
obvious relationship to the exercise of the commerce power. Even if there were 
no such relationship the plenary power of Congress over navigable waters would 
empower it to deny the privilege of constructing an obstruction in those waters. 
It may likewise grant the privilege on terms. It is no objection to the terms and 
to the exertion of the power that ‘its exercise is attended by the same incidents 
which attend the exercise of the policy power of the States.’ The Congressional 
authority under the commerce clause is complete unless limited by the fifth 
amendment.”’ [Emphasis supplied.] 
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The Federal Power Act, including the licensing and recapture provisions, ap- 
pears to receive liberal construction by the courts. This is true even with re- 
spect to international waters such as the St. Lawrence River, and works to be 
constructed therein. In Lake Ontario Land Development and Beach Protection 
Assoc. v. F. P. C. ((1954) 212 F. 2d 227; cert. den. 347 U. S. 1015), it was stated: 

‘‘* * * The Commission licenses facilities—dams, powerhouses, transmission 
lines, and other ‘project works’ of various sorts—not projects as such. Care 
must be taken in any consideration of this (Federal power) statute lest an inad- 
vertent shifting of the terms ‘project’ (which is the whole development) and 
‘project works’ (which are the structures) cause confusion (p. 232). 

2 * * * a * * 


“In the second place, although the recapture provision, section 14, is a term 
or condition imposed upon all licenses, there is nothing to indicate that it was 
intended to be or is a limitation upon the scope of the licensing power under 
section 4 (e). Generally speaking, the recapture provision applies to the whole 
of the project in which some or all of the project works are licensed, but, if cir- 
cumstances are such that the full scope of both the licensing and the recapture 
provisions cannot be made to fit, one provision does not nullify the other; both 
apply to the fullest practicable extent. In such cases the license would be valid 
and the recapture provision would be applied to the extent possible. 

“The application of section 14 to this project is clear. The section means that 
the United States shall have the right to take over the whole of the project so 
far as it has jurisdiction to take it over * * * (p. 234).” 

However, such liberal construction does not foreclose legislative action. The 
foregoing indicates to us that such rights as the Idaho Power Co. may have 
obtained are still subject to the constitutional powers of Congress notwithstanding 
the provisions of sections 6 and 28 of the Federal Power Act. 


(2) Assuming an appeal to the Federal courts from the ruling or order of the Federal 
Power Commission, and final adjudication of the appeal upholding the ruling 
and order, what effect, if any, would such final adjudication have on Hells 
Canyon legislation now pending— 

A final adjudication by the Federal courts would not foreclose further legisla- 
tive action by the Congress. We do not mean to infer that there would not be 
legal problems arising from such an adjudication followed by remedial congres- 
sional action. For example, certain property rights might raise questions con- 
cerning just compensation. (See the fifth amendment to the Constitution.) 
However, that would not legally preclude further legislation taking over or 
making a Hells Canyon project a ‘““Government dam.”’ 

We base our answer primarily on two precedents representative of the scope of 
the powers of Congress. They indicate that whether or not a final adjudication 
has been obtained probably is immaterial. In Pennsylvania v. Wheeling and 
Belmont Bridge Co. ((1852) 13 How. 518) the Supreme Court held the construction 
of a bridge under State authorization impaired commerce on a navigable stream 
and ordered alteration or removal. Thereafter, Congress enacted legislation 
(10 Stat. 112) declaring the bridge ‘‘a lawful structure’”’ and in effect approving 
its construction. Inasubsequent decision ((1856) 18 How. 421, 430) the Supreme 
Court said: 

“Since * * * the rendition of this (earlier) decree, the acts of Congress * * * 
have been passed, by which the bridge is made a post road for the passage of the 
mails of the United States, and the defendants are authorized to have and main- 
tain it at its present site and elevation, and requiring all persons navigating the 
river to regulate such navigation so as not to interfere with it. 

“So far * * * as this bridge created an obstruction to the free navigation of 
the river, in view of previous acts of Congress, they are to be regarded as modified 
by this subsequent legislation; and, although it still may be an obstruction in 
fact, is not as in contemplation of law * * * Virginia conferred full authority to 
erect and maintain the bridge, subject to the exercise of the power of Congress 
to regulate the navigation of the river * * * (Congress) having in the exercise 
of this power, regulated the navigation consistent with its preservation and con- 
tinuation, the authority to maintain it would seem complete. That authority 
combines the concurrent powers of both Governments, State and Federal, which, 
if not sufficient, certainly none can be found in our system of government.”’ 

The second precedent on which we primarily base our answer is Ex parte 
McCardle ((1869) 7 Wall. 506, 513), which indicates that Congress can even de- 
prive the Federal courts of jurisdiction in pending cases. In that event the courts 
are not at liberty to inquire into the motives of Congress (id., p. 514). The reason 
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for this is that while appellate jurisdiction, strictly speaking, is conferred by the 
Constitution on the Supreme Court, it is conferred ‘‘with such exceptions and 
under such regulations as Congress shall make’’ (art. III, sec. 2, clause 2). Fora 
discussion of the Bridge Co. and MecCardle decisions, supra, see Harris, The 
Judicial Power of the United States ((1940) pp. 83-86). This constitutional 
power to regulate was exercised by the 80th Congress to withdraw jurisdiction 
with respect to certain claims for portal-to-portal pay following the decision of 
the Supreme Court in Anderson v. Mt. Clemens Pottery Co. ((1946) 328 U.S. 680). 
See the Portal-to-Portal Act of 1947 (61 Stat. 84; U. S. C. 29; 216, 251-262), 
particularly the finding of Congress with respect to commerce (sec. 1) and the 
withdrawal of jurisdiction (sec. 2 (d)). Thus, though appeals following litigation 
might be pending, Congress probably could terminate them, if it so desired, in 
exercising its constitutional powers, by so providing in enacting Hells Canyon 
legislation, 

Even if a final adjudication is obtained upholding the ruling and order, it would 
have little effect other than to require consideration of possible requirements of 
just compensation for vested rights (U.S. v. Chandler-Dunbar Co. ((1913) 229 U.S. 
53), will serve as a general answer to questions arising in that event. In the act 
of March 3, 1909 (35 Stat. 815, 820), Congress declared that the ownership, in fee 
simple, of all lands and property lying between St. Marys Falls Ship Canal and the 
international boundary at Sault Sainte Marie, Mich., was necessary for naviga- 
tion purposes. It directed the Secretary of War to institute condemnation pro- 
ceedings for that purpose. The existing structures of the company had been 
built under licenses or permits issued by the Secretary of War (id., p. 68). 

The lower court awarded the Chandler-Dunbar Co. $652,332 for its power 
facilities, $550,000 of which was to cover the estimated value of the undeveloped 
water power in excess of the supposed requirements of navigation. (See pp. 58 
and 74.) The company claimed the assessed damages for this should have been 
$3,450,000. The two questions for decision, according to Justice Lurton were: 
(1) Whether the company had any private property in the waterpower capacity 
of the rapids requiring just compensation under the fifth amendment; and (2) if 
so, the extent of the waterpower right to be compensated. 

Technical title to the beds of navigable streams is in either the State or the 
owner of bordering lands, depending on State law. However, said the Supreme 
Court, this title is at best a qualified one, for private ownership of running water 
of a navigable stream is inconceivable (id., pp. 66 and 69). So unfettered is the 
control of Congress over the navigable rivers that its judgment as to whether a 
construction in or over any such river is or is not a hindrance to navigation, is 
conclusive. ‘Such judgment and determination is the exercise of legislative power 
in respect of a subject wholly within its control.’”’ (See pp. 63-64. See also 
Pennsylvania v. Wheeling Bridge Co. (1856), 18 How. 421, 430.) 

With respect to the requirement of just compensation, Justice Lurton said in the 
Chandler-Dunbar Co. decision, supra (p. 76): 

“Having decided that the Chandler-Dunbar Co. as riparian owners had no such 
vested property right in the waterpower inherent in the falls and rapids of the 
river, and no right to place in the river the works essential to any practical use of 
the flow of the river, the Government cannot be justly required to pay for an ele- 
ment of value which did not inhere in these parcels as upland. The Government 
had dominion over the waterpower of the rapids and falls and cannot be required 
to pay any hypothetical additional value to a riparian owner who had no right to 
appropriate the current to his own commercial use. These additional values 
represent, therefore, no actual loss and there would be no justice in paying for a 
loss suffered by no one in fact. ‘The requirement of the fifth amendment is 
satisfied when the owner is paid for what is taken from him. The question is 
what has the owner lost, and not what has the taker gained’”’ (Boston Chamber of 
Commerce v. Boston, 217 U.S. 189, 194, 195). 

We have already indicated that the Snake River, in the area in question, has 
been held to be navigable (Scott v. Lattig, supra). Under the circumstances, the 
determination of the necessity for a given improvement and its character and 
extent are for Congress to decide. Congress has the constitutional power of 
legislating and, therefore, the power of passing judgment upon the needs of a 
complex society (Polish National Alliance v. N. L. R. B. (1944), 322 U. 8S. 463). 
‘‘* * * Suppose, for example, that in the erection of a dam for the improvement 
of navigation, it became necessary to destroy a dam and powerplant which had 
previously been erected by a private corporation engaged in the generation and 
distribution of energy which supplied the needs of neighboring communities and 
business enterprises, would anyone say that, because the United States had built 
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its own dam and plant in the exercise of its constitutional functions, and had 
complete ownership and dominion over both, no power could be supplied to the 
communities and enterprises dependent on it, not because of any unwillingness 
of the Congress to supply it, or of any overriding governmental need, but because 
there was no constitutional authority to furnish the supply?’’ (See Ashwander v. 
T. V. A. (1936), 297 U.S. 288, 337.) It is also for Congress alone to decide whether 
a particular project by itself or as part of a more comprehensive scheme will have 
such a beneficial effect on the arteries of commerce as to warrant its construction, 
That determination, as we have heretofore pointed out, is legislative in character 
(Oklahoma v. Guy F. Atkinson Co. et al, supra, p. 527). 

Another article of the Constitution affording a basis for congressional action is 
the general welfare clause (art. I, sec. 8, clause 1). In U.S. v. Gerlach Co. ((1949), 
339 U.S. 725, 738) the Supreme Court stated: 

‘“* * * The power of Congress to promote the general welfare through large- 
scale projects for reclamation, irrigation, or other internal improvement, is now as 
clear and ample as its power to accomplish the same results indirectly through 
resort to strained interpretation of the power over commerce * * *” [Emphasis 
supplied. ] 


(3) Assuming an appeal to the courts from the ruling and order of the Federal Power 
Commission, and final adjudication upholding the ruling and order, what 
force and effect, if any, would any other legislation by Congress have on such 
jinal adjudication by the courts? 


As a practical matter, we are uncertain as to who would make such an appeal 
or how the ruling would be obtained. It lacks elements involved in Roanoke 
Rapids case, Chapman v. F. P. C. ((1952) 345 U. S. 153) and a successful challenge 
by a State seems unlikely in view of Supreme Court decisions such as F. P. C. v. 
Oregon ((1955) 23 Law Week 4280) and Oklahoma v. Guy F. Atkinson Co. ((1941) 
313 U. S. 508). However, assuming a justiciable issue and an adjudication up- 
holding the ruling and order of the Federal Power Commission, it would have no 
legal force and effect precluding congressional action terminating the Hells Canyon 
license or otherwise disposing of the subject. (See U.S. v. Chandler-DunbarCo. 
supra.) 

In the opinion and order issuing the license, the Federal Power Commission 
exercised its judgment under the Federal Power Act in determining that the 
development of the particular water resources here involved should be undertaken 
by the Idaho Power Co. rather than the United States. That judgment, which 
is legislative in character, no more definitively binds the 84th Congress than 
would the earlier judgment of the 66th Congress in enacting the Federal Water 
Power Act or the 74th Congress in revising and reenacting it as the Federal 
Power Act. The 84th Congress can amend the law, change the program, or enact 
inconsistent legislation if it so decides. Note the authorities cited in answer to 
question 1. In the legislative exercise of its judgment under constitution grants, 
Congress could decide some other plan or development to be preferable and there- 
upon legislatively revoke the license. We have already indicated that collateral 
problems could arise depending on the form of that legislation. Foremost among 
these would be a question of just compensation with respect to rights which might 
have vested or property which might be taken. 

Congress has the power to determine what private property is needed for public 
purposes. That is a question of a political and legislative character; but when 
the taking has been ordered, then the question of compensation is judicial. By 
the Constitution, the estimate of just compensation for property taken is not 
required to be made by a jury, but may be entrusted by Congress to com missioners 
appointed by a court or by the Executive or to an inquest consisting of more or 
fewer mep than an ordinary jury (The Constitution * * * Annotated (1938), 
S. Doe. 232, 74th Conz., p. 671, citirg Monongahela Navigation Co. v. U. 8S. 
(1893), 148 U. S. 312, 327, and Bauman v. Ross (1897), 167 U.S. 548). 

The payment of just compensation under the law (U. 5. C. 16:807) and the 
fifth amendment require ordinarily a full and perfect equivalent in money of 
the property taken (Monogahela Navigation Co. v. U. S., supra, p. 326). The 
owner’s loss, however, not the taker’s gain is the measure of such compensation 
(U. S. v. Chandler-Dunbar Co., supra, p. 76; U. S. v. Miller (1943), 317 U.S. 
369, 375). Where the property has a determinable market value, that is the 
normal measure of recovery (U.S. ex rel, T. V. A. v. Powelson, supra, p. 275; 
U. S. v. New River Collieries Co. (1923), 262 U. 8. 341). Market value is ‘‘what 
a willing buyer would pay in cash to a willing seller” (U.S. v. Miller (1943), 317 
U. 8. 369, 374). See also Olson v. U. S. ((1934) 292 U. 8. 246). (Cf. Kimball 
Laundry Co. v. U. S. (1949), 3838 U.S. 1.) It may in some instances reflect not 
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only the use to which the property is presently devoted, but also that to which it 
may be readily converted (Boom Co. v. Patterson (1879), 98 U. 8. 403; McCandless 
v. U.S. (1936), 298 U. 8. 342). But the value of the property to the Government 
for its particular use is not a criterion (U. S. v. Chandler-Dunbar Co., supra, 
p. 76). See Constitution * * * Annotated (1953) (S. Doc. 170, 82d Cong., p. 
870). For instance, in U. S. v. Appalachian Electric Power Co., supra (pp. 
427-428), it was pointed out that in taking over a hydroelectric-power property, 
there is no private property in the flow of a navigable stream. In that particular 
situation it was stated that if the Government were to take over and build the 
dam in issue, ‘‘it would have to pay the fair value, judicially determined, for the 
fast land; nothing for the water power.’”’ See also Lake Ontario Land Develop- 
ment and Beach Protection Association v. F. P. C., supra. In case the United 
States takes over a project, “legitimate” and ‘‘reasonable’’ cost under the Federal 
Power Act, are intended to mean the same (Alabama Power Co. v. McNinch et al. 
F. P. C. (1927), 97 F. 2d 601). See sections 3 (13) and 14 of the Federal Power 
Act (U. 8. C. 16: 796 (13) and 807). 

We think it pertinent to invite particular attention in closing to the fact that 
article IV, section 3, clause 2 of the Constitution specifically empowers Congress 
“to dispose of and make all needful rules and regulations respecting the territory 
and other property belonging to the United States.’’ Congress, as we indicated 
earlier, is further empowered by article I, section 8, clause 18, ‘‘to make all laws 
which shall be necessary and proper for carrying into execution the foregoing 
powers, and all other powers vested by this Constitution in the Government of 
the United States, or any department or officer thereof.’”’ These powers were 
neither exhausted nor irrevocably exercised in enacting sections 6 and 28 of the 
Federal Power Act. 

We believe this is as far as we should go in furnishing background information 
indicating the constitutional powers of Congress involved in your specific 
questions. Conjectiural problems relating to the merits or value of a particular 
project do not necessarily raise constitutional issues, but questions of policy for 
the Congress, not the courts, to decide. See Oklahoma v. Guy F. Atkinson Co., 
supra (pp. 526-527). 

FRANK B. Horne, 
American Law Division, 


Exuisit K 
LETTER FROM CHAIRMAN MURRAY TO SECRETARY McKAY 


UNITED STATES SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
December 30, 1955. 
Hon. Dovuaias McKay, 
Secretary of the Interior, 
Depart» ent of the Interior, Washington, D. C. 

Dear Mr. Secretary: For the information of members of the Senate Com- 
mittee on Interior and Insular Affairs, I have had prepared the enclosed committee 
print, which includes a memorandum from me to my colleagues as a matter of 
information. My memorandum discusses attachments in the form of correspond- 
ence, which has precipitated a controversy of such far-reaching importance that it 
goes beyond the immediate issue involved. That issue relates to the pending 
legislation in both Houses of Congress to authorize Federal construction of a 
high dam in the Hells Canyon stretch of the Snake River, Oreg.-Idaho, and the 
action of the kederal Power Commission last July in granting licenses to the Idaho 
Power Co., for the construction of three power dams as alternates to a Federal 
development. 

The correspondence which I bring to your official attention as head of the 
Department of the Interior is from two sources. The first is that of a letter with 
attachments transmitted to Representative A. L. Miller, ranking minority member 
of the House Committee on Interior and Insular Affairs, by Acting Secretary 
Davis on August 19, 1955. The attachments include communications on official 
stationery in response to requests transmitted by your Assistant Secretary, 
Water and Power Development, from five generally recognized as highly responsible 
technical officials of the Department of the Interior. Four are engineers—three 
from the Bureau of Reclamation—and the fifth is an outstanding accountancy 
expert. Each at one time or another has testified before our committee and their 
views have been respected and accepted. 
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Illustrative of the respect members of this committee have for the Bureau of 
Reclamation and its engineers, brought out especially when they are under 
attack, are the comments of Senator Millikin, a ranking member, on page 667 of 
the hearings last March on 8. 500, the Colorado River storage project bill. I 
believe the views the Senator from Colorado expressed there are generally shared 
by members of this committee. 

Therefore, I am deeply concerned at what may be termed a disclaimer by Acting 
Secretary Davis in his August 19 letter that the ‘‘memoranda also reflect the 
views of these individual employees and do not represent an official expression 
of the Department of the Interior.” 

This concern is heightened by the drastic comments in the letter from Mr. 
R. P. Parry, counsel for the Idaho Power Co., to Dr. Miller, dated October 10, 
1955, particularly with reference to the data submitted by the Reclamation 
engineers. 

Since 8. 1333, to authorize the Hells Canyon project, is on the committee 
calendar for consideration, I respectfully request complete official expressions 
from the Department of the Interior on the facts set forth, together with any 
pertinent comments, in the communications listed below, the texts of which 
appear in the attached committee print: 

Joint memorandum of August 11 (exhibit E) from Messrs. Puls, Hoisington, 
and Riter, which contains, as I view it, officially authenticated data of the 
Bureau of* Reclamation, an agency of Interior. 

Memorandum of August 11 (exhibit F) from Mr. Ostrander, of Bonneville 
Power Administration, who is a recognized authority on Northwest hydro 
and related power matters. 

Letter of July 27 (exhibit G) from Lynn Crandall, who is the outstanding 
authority on Snake River water, irrigation, and power conditions. 

Letter of October 10 (exhibit H) from R. P. Parry, counsel for Idaho 
Power Co., Twin Falls, Idaho, to Hon. A. L. Miller. 

In the light of the facts set forth by the Department’s own expert technical 
officials, what is the Secretary’s present view of their findings on the issues raised? 
What is the Secretary’s current position with respect to the Hells Canyon de- 
velopment? 

Please acknowledge receipt of this request and I hope we may have your 
assurances of the information not later than January 15, 1956. 

For his information, and for any comment deemed appropriate, I am sending a 
copy of this letter to Commissioner Dexheimer, of the Bureau of Reclamation. 

Sincerely, 

James E. Murray, Chairman. 


ce: Hon. Wilbur A. Dexheimer, Commissioner of Reclamation. 
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